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W. GOOD (CHAIBMAN), JOSEPH G. CANNON, C. BASCOM SLEXP, 
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Tuesday^ June 3, 1919. 

RAILROAD ADMINISTRATION. 

STATEMENTS OF KB. WALEEB D. HINES, DIBECTOB GENERAL 
OF KAIL&OABS; MB. BBICE CLAGGETT, ASSISTANT TO THE 
DIBECTOB GENEBAL; MB. G. H. PABXEB, FINANCIAL ASSIST- 
ANT TO TEE DIBECTOB GEIfEBAL; MB. SWAGAB SHEBLET, 
DIBECTOB, DIVISION OF FINANCE; AND MB. C. B. EDDY, ASSO- 
CIATE DIBECTOB. 

General Statement. 

The Chairman. Mr. Hines, on January 24 you submitted an esti- 
mate of the amount of money you would need to administer the rail- 
roads, which is printed in House Document No. 1722. At that time 
you requested an appropriation of $750,000,000, the estimate being as 
follows : 

[House Document No. 1722, Sixty-fifth Congress, third session.] 

DiHRCTOB General of Railroads, 
Interstate Commerce Commission, 

Waahingtem, D. C, Jawtiary 24, 1919, 

My Dear Mr. Secretary : I have rhe honor to submit herewith a supplementary 
estimate in the sura of $750,000,000, to be Iramediately available and to remain 
available until expended, and to be added to and considered a part of the 
" revolving fund " provided for in section 6 of the act approved March 21, 1918, 
entitled "An act to provide for the operation of transportation systems while 
under Federal control, for the just compensation of their owners, and for other 
purposes." 

This additional sum would bo expended in the same manner and for the same 
purpose and under the same conditions as the amount appropriated in the above- 
mentioned section. 
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4 APPROPRIATION FOR CONTROL OF TRANSPORTATION SYSTEMS. 

The necessity for this appropriation grows out of the following facts : 
When the Railroad Administration shall have settled its accounts for the 
year 1918, the result will be substantially as follows : 

1. The Railroad Administration had cash on hand at the end of the 

calendar year 1918 .$247,100,000 

Tills represents approximately the working cash capital 
partly in the central treasury at Washington, but principally 
in the hands of the Federal treasurers of the Railroad Admin- 
istration throughout the country. This represents much less 
than one month's operating expenses, and approximately this 
amount is necessary to enable the Railroad Administration 
and the various railroads under its control to meet without 
delay their pay rolls, vouchers, and other cash requirements. 

2. The Railroad Administration had on hand as of Dec. 31, 1918, ♦ 

approximately the following additional current assets : 

Agents* and conductors' balances .$154,000,000 

Advances temporarily made to railroad cor- 
porations on open account for which in 
effect materials and supplies are held 
collateral 100, 000, 000 

Total 2.54, 000, 000 

Less outstanding current liabilities 162, 047, 865 

Balance . 91, 952, 13.'. 

This net balance of these current assets will become again 
available in cash at the end of Federal control, but pending 
Federal control is Inevitably tied up as a part of the working 
cash capital of the Railroad Administration. 

3. Loaned New York, New Haven & Hartford Railroad Co 51, 475, 00(» 

This amount will be eventually paid with Interest, but the 
greater part of it, and perhaps all of it, will not be paid until 
after the end of the calendar year 1919. 

4. Invested In necessary additions and betterments actually made 

during the year 1918 over and above the amount which the 
companies can immediately repay out of their rental and out 
of tlie bnlances <lue them on oi>en account for the calendar 

year 1918 290, 918, 2S:*> 

This amount will eventually be paid with interest to the 
Railroad Administration. The rapidity with which It can be 
paid Is dependent upon financial conditions and the ability of 
the railroad corporations to borrow this money in the open 
market without undue disturbance of financLal conditions and 
without undue Interference with the financing of the Gov- 
ernment. 

Total 681, 445. 41S 

It will be observed that while all this amout of cash is 
temporarily tied up In the Government's conduct of the rail- 
road business, it is expected that tlie entire amount will be 
eventually repaid, but temporarily it can not be repaid as 
above Indicated, and therefore provision has to be raavle for 
carrying It. 

5. In addition, the Railroad Administration will have paid the 

operating loss for 1919, 1, e., the difference between the stand- 
ard return due the railroads and the net operating income 
derived by the Government from railroad operations, this 

differen.ce amounting to 196,000.000 

This loss was due largely to the fact that Increased rates 
were effective for only 6 months, approximately, while in- 
creased expenses were effective to a very large extent for the 
entire 12 months, due partly to the unprecedented weather 
last winter (the railroads having shown an operating loss 
of over $100,000,000 for the first four months of 1918, as 
compared with 1917, although no Increased wages were In- 
cluded In those months, and while the corporations themsalv^a 
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were still operatingr the railroads as agents of the Director 
General), and partly to condncting business at whatever cost 
was necessary to meet the needs of war. This represents the 
only item in the entire expenditure for the calendar year 1918 
(except a portion of the next succeeding item), which is a loss 
to the Oovemment, and ought frankly to be charged as part of 
the cost of the war and should be regraded as an exceedingly 
low cost for the result accomplished. 
6. In addition, the Railroad Administration has expended during 

the year 1918 in connection with inland waterways $4, 361,486 

Of this amount, $500,000 represents operating deficit during 
the year 1918. It must be remembered that this operating 
deficit was incurred in the early and formative stages of gov- 
mental operation upon the inland waterways and can not be 
regarded as indicating In any way that similar losaes are to 
be expected when the operation shall be fully developed. The 
balance, or $3,861,486, represents boats and other property 
acriuired by the Government for operation of inland water- 
ways, and, of course, can and will continue to be so employed. 

Grand- total 881, 806, 904 

Amount of revolving fund 500,000,000 

Amount to be provided to settle all account for 1918 381,806,904 

In order, therefore, to settle in full the accounts of the Railroad Adminis- 
tration for the calendar year 1918, it will be necessary to provide the addi- 
tional sum of $381,806,904, which, together with the revolving fund of $500,- 
000,000 appropriated in the act of March 21, 1918, will meet the transactions 
of the Railroad Administration for the year 1918, all of which have been 
outlined above. It must, of course, be understood that the figures used are 
necessarily only approximate at this time, because the accounts for the year 
1918 have not been completely stated and can not be prior to March 1 at the 
earliest. 

For the calendar year 1919, financial provision must be made for the following : 

1. To finance expenditures contemplated on inland waterways $12, 840, 000 

2. To financing Boston & Maine reorganization 20, 000, 000 

3. To financing equipment ordered in 1918 and to be delivered in 

1919 286,000,000 

4. To financing other necessary capital expenditures for additions 

and betterments, including equipment 491,000,000 

Total 809, 840, 000 

Less portion of companies* rental which can be devoted to capital 

expenditures 150, 000, 000 

Balance to be provided ^ 659, 840, 000 

The last item above mentioned of $491,000,000 represents a forecast of capital 
expenditures which will need to be made during the calendar year 1919, Includ- 
ing these which were authorized and not entered upon or not completed during 
the calendar year 1918. Under existing conditions it Is the purpose, generally 
speaking, to avoid the making of new capital expenditures without the assent of 
the corporations, but with such a vast transportation system It Is believed that 
the expenditure of $491,000,000 will be required during the year and will be' 
substantially assented to by the corporations themselves. 

A very large part of these expenditures must be provided for In the first few 
months of 1919, and we are compelled to allow for the situation that during the^ 
period prior to the next liberty loan campaign and during that campaign it 
would not be desirable or practicable for railroad corporations to do a large part 
of their own financing. 

Under these circumstances I am o4 opinion that $750,000,000 Is the minimum 
appropriation which will enable the Railroad Administration to carry, as 
above explained, the money that is necessarily tied up in the Government's 
conduct of the railroad business and to provide for financing by the Railroad 
Administration of the portions of the necessary capital expenditures which it 
must be assumed It will be necessary for the Government to carry temporarily 
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for the protection of the general financial situation as well as for the pro- 
tection of its own financing. Such appropriation will meet the requirement 
of $381,806,904 to settle the accounts for 1918, and in addition will provide 
$368,193,096 toward meeting the above-mentioned capital expenditures for 1919. 

This matter has been very carefully considered with my associates in the 
Railroad Administration, and we are satisfied that at least this much provision 
ought to be made for temporary assistance for these important purposes. It 
must be emphasized again that the money so provided will eventually be re- 
turned to the Government with interest. 

It is highly important that adequate funds for these purposes should be 
provided so as to give the Railroad Administration reasonable margin for 
encouraging the making of such railroad improvements as may seem justifiable 
from the railroad standpoint, especially since such improvements will aid in 
stabilizing the g^ieral industrial situation. 

Whether Government control shall continue until the end of the 21 months* 
period or shall be terminated in the next few months, it is equally necessary 
that the appropriation above recommended be made. If the control continues 
for the 21 months' period, it is my belief and the belief of my associates in 
the Railroad Administration that we can not count upon the railroad com- 
panies financing during the calendar year 1919 any greater portion of their 
capital expenditures than it is above assumed they will finance. On the other 
hand, if control should be terminated in the next few months, it will still be 
true that a very large part of the capital expenditures for 1919 will have been 
made, and besides, the possession of an adequate fund to facilitate the transfer 
back to private control and to give temporary aid in financing will be highly 
desirable. Of course, I must deal with the matter exclusively upon the basis of 
the law as it now stands and without reference to conditions which might 
be brought about in the event of a further extension of Federal control. 

The reason for the submission of the supplementary estimate at this time is 
that the accounts of the Railroad Administration are kept upon the basis of the 
calendar year, and therefore it was not practicable to make any reasonable esti- 
mate until after the end of the calendar year. 
Cordially, yours, 

Walkeb D. Hines. 

Hon. Cabteb Glass, 

Secretary of the Treasury, Washington, D. C, 

The bill carrying this estimate failed of enactment, and on May 
24 you submitted a new estimate of the amount necessary for the 
administration of the railroads, and that estimate is printed in 
House Document No. 63, and reads as follows : 

[House Document No. 53, Slzty-slzth Congress, first session.] 

United States Railboad Administsation, 

Washington, May 2J^, 1919, 

Mt Deab Mb. Secbetaby: I have the honor to submit herewith an estimate 
in the sum of $1,200,000,0(]R), to be Immediately available and to remain avail- 
able until expended, and to be added to and considered a part of the ** revolving 
fund " iprovlded for In section 6 of the act approved March 21, 1918, entitled 
"An act to provide for the operation of transportation systems while under 
Federal control, for the just compensation of their owners, and for other pur- 
poses." 

This additional sum would be expended In the same manner and for the same 
purpose and under the same conditions as the amount appropriated In the 
above-mentioned section. 

This appropriation is needed for — 

Requirements for 1918: 

Amount necessary to defray operating deficit — the diflFerence 
between the standard rental payable to the railroad com- 
panies and the net operating Income for the year 1918 $236, 184, 940 

For net excess of current assets over current liabilities, 
partly available for the Immediate working capital re- 
quirements 201, 938, 198 

Improvements on Inland waterways 2, 641, 886 
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• 

itequlrements for 1918 — Continued. 

Amounts advanced for account of railroad companies to 

enable them to pay in part their current liabilities $100,000,000 

Amount of additions and betterments expenditures, Including 
equipment, made to the railroad companies' properties dur- 
ing 1918, which must be carried by the Railroad Adminis- 
tration for the time being 352, 553, 455 

Loans during 1918 to railroad companies not immediately 

repayable 48, 488, 959 

Total requirements for 1918 941, 802, 438 

L-ess amount heretofore appropriated '. 500,000,000 

Balance required for 1918 441, 802, 438 

Estimated requirements for 1919: 

For amount of additions and betterments expenditures, in- 
cluding equipment, made and to be made to the railroad 
companies* properties during 1919, which it is believed will 
have to be carried by the Railroad Administration for the 

time being 253, 435, 760 

For Improvements to develop inland waterways 11,700,000 

For financing Boston & Maine Railroad Co. reorganization.. 20, 000, 000 

For operating deficit for first 4 months of 1919 250, 000, 000 

For additional working capital 223,061,802 

Total estimated requirements for 1919 758,197,562 

Grand total requirements for 1918 and 1919 1,200,000,000 

The operating deficit of $236,184,940 for the year 1918 was due largely to two 
facts: First, the winter of 1918 was unprecedented in its severity and in its 
costly effect on railroad operations, and second, the increases in passenger 
and freight rates averaging about 25 per cent were in effect for only a few days 
In excess of six months, while heavily Increased expenses due to war condi- 
tions were effective on an ascending scale throughout the 12 months. 

The operating deficit of approximately $250,000,000 for the first four months 
of 1919 is due in part to the cumulative high levels of cost brought about by 
the war for labor and materials and In part to the sudden and abpormal falling 
off of business as a result of the cessation of war activities, the sudden drop 
In the demand for fuel, and for other basic commoditios, and the general state 
of hesitancy due to the transition from war conditions to peace conditions. The 
fact that the present period is transitional and apparently on the eve of impor- 
tant changes has made it exi)edient to defer, until the matter can be more 
accurately measured, the consideration of the question, now frequently raised, 
of an increase in rates. 

In my Judgment, the deficits for 1918 and for the readjustment period of 
1919 are clearly losses due to the -war and ought to be treated as such. By 
reason of the abnormal after-the-war factors tending to important changes in 
the situation, the estimate herewith submited does no attempt to forecast 
results beyond the first four months of this calendar year. 

If he amount here requested shall be appropriated, the total appropriation 
for the Railroad Administration will have been $1,700,000,000. 

Of this amount, $1,214,000,000 will represent amounts which should be 
returned to the Government, $425,000,000 thereof being temporarily tied up in 
working capital, and $775,000,000 thereof representing amounts which have 
been and will be advanced for the account of the railroad corporations and 
which it will be their duty to repay as rapidly as practicable. About 
$14,000,000 will represent expenditures for equipment on inland waterways. 

Of the entire $1,700,000,000. $486,000,000 represents the aggregate loss to 
the Government up to April 30, 1919, on account of the two deficits above 
explained. 

The sum of approximately $223,000,000 for increased working capital is 
requested, because experience has demonstrated that the amount of working 
capital actually available for current use on December 31, 1918, was Insuflficient 
to admit of the free and unrestricted payment of pay rolls and vouchers for 
materials and supplies throughout the country. There is manifestly great 
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advantage both in the economical purchase of materials and supplies and the 
handling of such transactions to the satisfaction of the business public in 
having an ample supply of working cash so as to avoid delays in making 
payments. 

Sincerely, yours. 

Walker D. HineS. 
Director General of Railroads. 
Hon. Cabteb Glass, 

Secretary of the Treasury, Washingtoriy D. C. 

You are asking now for $1,200,000,000 of appropriations for the 
administration of the railroads. Do you care at this time to make 
a general statement in support of this estimate? 

Mr. Hikes. I should be very glad, Mr. Chairman, if it is agreeable 
to the committee, to make a general statement about this matter. 

The Chairman. I think it will perhaps be conducive to better 
order if we permit you to make a general statement without inter- 
ruptions. 

Mr. HiNES. First, comparing this estimate of $1,200,000,000 with 
the estimate of $750,000,000, to which you have just referred and 
which was embodied in the bill w hich failed of enactment in the last 
Congress, the difference is $450,000,000. The appropriation now 
asked for is $450,000,000 more than the appropriation then asked for. 
Of this amount $250,000,000 is accounted for by the fact that we 
have included in our present application the amount of known deficits 
incurred by the Railroad Administration for the fii-st four months 
of the calendar year 1919. We explained when we submitted thei 
other estimate that we included at that time nothing on account of 
any possible deficits during the year 1919. 

The other $200,000,000 of excess will be explained in detail by our 
division of finance; but, broadly, it consists in the readjustment of 
various items when we come to make up the final accounts for the 
calendar year 1918. When we submitted the other estimate, it w as 
explained that it was on an estimated basis because the accounts for 
1918 had not then been closed. The closing of those accounts ha^ 
shown various modifications which will be explained in detail. Our 
experience has also indicated that we did not have enough workin<j 
cash capital to carry on the business transactions of the Railroad 
Administration in a prompt way, and that necessity for additional 
cash capital also figures in this additional $200,000,000 which has 
been asked for over and above the $250,000,000 on account of the 
deficit for the first four months of 1919. 

Taking the appropriation of $1,200,000,000, which we now seek, I 
think the best way to give a general picture of the situation is to 
show what would be the disposition of the funds of the Railroad Ad- 
ministration if it should receive that $1,200,000,000, and that, of 
course, would be in addition to the $500,000,000 which was appro^ 
priated when the Federal control act was passed. On that assump^ 
tion, the total funds appropriated for the Railroad Administratioii 
would be $1,700,000,000, and that would be divided, roughly, into 
four items, three of them large and one relatively small. 

One would be $486,000,000, the deficit for the calendar year 191^ 
and for the fii-st four months of 1919. 

Another would be $425,000,000 for working capital, both that 
which was on hand December 31, 1918, and the additional working 
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*aj>ital which it is important to have in order to conduct the business 
^vithout undue delay. I mean the business transactions such as pay- 
iients for materials and supplies and the payment of wages. 

The next item would be $775,000,000 which has either been ad- 
vanced for the account of the railroad corporation or will have to be 
advanced according to the best estimates we can make for this pur- 
pose. 

The remaining item would be $14,000,000 invested in equipment for 
the inland watei^ways, which equipment was purchased in pursuance 
»f the policy outlined in the Federal control act. 

Those four items, $486,000,000 deficit, $425,000,000 working capital, 
^775,000,000 for the railroad corporations and which is to be returned 
by them, and $14,000,000 for the inland waterways, total $1,700,- 
000,000 which would be be put at the disposal of the Railroad Admin- 
istration if the present appropriation were given in addition to the 
$500,000,000 already given. Of that total of $1,700,000,000, the part 
that represents moneys that will not be returned to the Government is 
the $486,000,000 deficit. 

The $425,000,000 working capital will be returned as Federal con- 
trol is ended, and the accounts with the railroad corporations set- 
tled. The $775,000,000 which has been advanced or will be ad- 
vanced on account of the railroad corporations will be returned, sub- 
ject, of course, to the possible loss of some bad debts, which I antici- 
pate will be a relativelv small amount, and, broadly speaking, that 
item would be returned. The $14,000,000 would continue to be in- 
vested in this eqiiipment to be used on the inland waterways, so that 
of the entire $1,700,000,000 only the first item, or $480,000,000, repre- 
sents an actual outlay with no prospects of return, and I wanted to 
devote myself, first, to putting before you in a broad way the facts, 
as 1 understand them, relating to that item. 

That item consists of $230,000,000, wliich was tlie deficit for the 
calendar vear 1918, and $250,000,000 for the first four months of 
1919. Taking up first tlie deficit for the year 1918 of $236,000,000— 
and in this connection I would like to explain that I use the word 
" deficit " in the sense of the amount by which the income of the 
Railroad Administration falls short of paying the rentals which 
were authorized by the act of Congress— that deficit of $236,000,000 
for the year 1918 was due broadly to two general causes. 

One was that the winter in the months of January, February, and 
JIarch, 1918, was the most severe winter in the history of the rail- 
roads of this country. As an indication of liow costly that situation 
was, it will be remembered that in the first few months of 1918, the 
railroads continued to be operated by the railroad corporations, just 
as they had been under private control, subject only to directions 
issued by the Railroad Administration. In those first few months 
there were no increases in wages charged in the account, because 
the amount of the increased wages had not been ascertained. Not- 
withstanding those facts, that there was no change of importance 
in the management and no increase of any importance in wages, the 
railroads for the first four months of 1918 fell $105,000,000 behind 
what they earned in the first four months of 1917, due almost wholly 
to the unprecedented bad weather; and, in part, also to the conges 
tion which grew up by reason of the enormous amount of war ma- 
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terials that was in transit and that was covered by all sorts of 
priority orders which made them exceedingly costly to handle until 
that situation was straightened out. So that was one big cause of 
the deficit for 1918, the imprecedented winter. 

The other big cause was the fact that high costs of materials and] 
supplies and wages manifested themselves tnroughout the 12 months 
of 1918, and on an ascending scale — I will come to that later — 
whereas the increase in rates, which was approximately 25 per cent 
on an average on passenger and freight rates for the whole count r3', 
was in effect only six months. So we had to take care of 12 months' 
increased expenses with 6 months and a few days of increased ratesj 
and that is tne other big cause of the deficit for 1918. 

Now, the costs both for materials and supplies and for labor in- 
creased on an ascending scale throughout the year 1918. 

As to labor, the increases which were made in May, 1918, were 
retroactive to January 1, 1918, so they had to be paid for the full 12 
months, although they did not appear in the account for the first 
four months, because they had not then been ascertained. Certain 
other increases were made in the summer of 1918 which were retro- 
active to January 1, 1918. Then in the fall of 1918 certain increases 
were made for other classes of labor which became effective in th€ 
fall of 1918, so that the labor costs were increasing as the year went 
on. They were heavy from the beginning of the year by reason ol 
the retroactive wages which took effect as of January 1, 1918, but 
became heavier as the year went on, as I will explain more in detail 
a little later when I discuss the general wage situation. 

Materials and supplies increased in prices pretty steadily through- 
out the year 1918. The increase was very substantial at the beginning 
of the year and kept up at an ascending scale throughout the year. 
So that the situation was that we had these high costs with which the 
year started and had to incur them for 12 months, and then had in- 
creasing high costs as the year proceeded, and had only six months 
and a few days of increased rates with which to meet those high costs. 

The result of that factor, in addition to the factor of the bad win- 
ter, produced the result of the $236,000,000 deficit. I am speaking 
broadly. There were, of course, in such a tremendous undertakings 
a great many different factors coming more or le&s into play, but as 
I look at it, they are the two things that stand out in strong relief 
and constitute the big explanation for the situation. 

Now, as to the calendar year 1919, we find that for the four months 
ending April 30, we fall short of paying four-twelfths of the rental 
for the year 1919 by about $250,000^000, and I explain that in this 
way — ^and again, I deal with the big causes and do not undertake to 
go into the countless minor matters that might play more or less of a 
part in an incidental way. 

The first cause I will mention was the falling off of busine&s. It 
was generally anticipated that when the war ended there would be a 
marked falling off in business. Of course, the transportation of 
strictly war supplies began to diminish quite promptly after the 
signing of the armistice in November, and transportation of war sup- 
plies, of course, had pretty well disappeared in the early part of the 
present calendar year; certainly, it was not on any such scale as tp 
be an important factor in the business. I am speaking now of freight 
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md not of ^troops, because there has still continued a very large pas- 
senger movement on account of the war conditions. 

In addition to this, there were a great many elements that oper- 
ited to prevent an immediate resumption of peace-time activities, 
during the war there had been, of course, a considerable supplanting^ 
of peace-4;ime business by war business, and when the war business, 
due to the war fell off we did not have immediately a resumption of 
the peace business which had been displaced by the war busmess. 

A striking illustration of that was as to coal. There had been a 
very general stocking up of coal throughout the country, because it 
v^as anticipated the war would continue, and the need for coal on 
iccount oi war condition was very great, and the danger of a bad 
^vinter and consequent slowing down of the production and trans- 
portation of coal had to be provided for, and on that account there 
ivas an unusually large tonnage of coal throughout the country for 
lomestic use ana for manufacturing use. Wlien the armistice was 
iigned, and the great war uses for coal disappeared, there was a very 
lerious falling off in the production of coal, because generally peo- 
ple who had stored up coal at a high price preferred to use up that 
loal and to wait before buying any more, perhaps anticipating that 
here might be some reduction in price later on. 

The same factor operated to a considerable extent in other respects,, 
ind the result was that the total net ton-miles of freight transporta- 
tion performed fell off substantially in the early part of 1919, as 
compared with the year 1918 and also with the year 1917. In order 
to put the thing as nearly as possible on a comparative basis, we have 
:aken the net ton-miles per mile of road per day — of course, the miles 
3f road vary somewhat each year — and we find that, taking the 
iionth of January, 1917, 1918, and 1919, the net ton-miles per mile 
)f road per day were 4,770 in 1917, 3,878 in 1918, and 4,275 in 1919 ; 
ind I may say that that low figure of 3,878 in 1918 reflected the very 
3ad weather conditions and the very serious state of congestion that 
prevailed at the time the Government took over the railroads. For 
February in 1917 the net ton-miles per mile of road per day were 4,511 
md in 1918 4,591, and in February, 1919, that dropped to 4,002. In 
March, 1917, the net ton-miles per mile of road per day were 5,192, 
in 1918 5,273, and in 1919 that dropped to 4,059. In April, 1917, the 
let ton-miles per mile of road per day were 5,098, in 1918 5,471, and 
n 1919 it dropped to 4,134. This falling off in business has had a very 
lerious effect on the net earnings of the railroads of the country. 

When the armistice was signed the railroads had been geared^ up 
o do a war business which it was anticipated would continue for 
nany months and would constantly expand, and almost overnight 
re were confronted with a very greatly reduced business without 
ny possibility of cutting down the cost of the operation of the plant 
orrespondingly. So that to a large extent, we were functioning 
t a rate which would have enabled us to have handled a much 
arger business than was offered without anything like a compara- 
ive increase in cost. The result was that what we lost in gross rev- 
nue on account of the loss in business represented very largely 
loss in net, and if the business should increase, what we would 
ain in gross revenue would represent an imusually large gain in 
et, because the cost of doing the business would not correspond- 



12 APPROPRIATION FOR CONTROL OF TRANSPORTATION SYSTEMS. 

ingly increase. So that that condition, which has prevailed throu^ 
out the first four months of this year, is one of the important f actd 
for this deficit of $250,000,000 for these four months. 

The other great factor is that, broadly speaking, the costs bol 
for labor and materials and supplies have increased a great d^ 
more than the rates for transportation have increased. I will poii 
out in some greater detail what those increases have been. 

The increase in wages as compared with December, 1917, the mon 
"before the Government took over the railroads, has been about 51 i 
52 per cent, according to the best estimates I can make. The increal 
in the cost of materials has been, I should say, from 20 per cent to 
per cent on an average, and on some sorts of materials the increa 
has been considerably more. To offset those very heavy increases I 
the cost of all the items that have gone into operating expenses i 
have had an increase of 25 per cent in rates, so that the fact that tho| 
increases in our costs have depreciated the purchasing power of i\ 
dollar to such a large extent and the fact that the increase in rates h( 
fallen so far short of offsetting that diminution in the purchasiil 
power of the dollar constitute the other big cause for the deficit 
the first four months of 1919. That and the very serious falling 
in business, which has been exceptionally expensive on account of t 
fact that our plant could do so much more Dusiness than it has aij 
with comparatively little increase in cost, are the outstanding cans 
for the loss of $250,000,000 in the first four months of this year. 

Now, from what I have said, it is apparent that so far as this loi 
is not accounted for by a loss in business, and so far as it can nc 
be made up by an increase in business as conditions improve, the lo^ 
must be regarded as due either to the expenses being higher than thel 
need be or to the revenues being lower than they should be. It hgj 
got to be one or the other of those two explanations of the loss, ani 
one or the other of those considerations should control us for the fij 
ture. I want, therefore, to take up first the matter of expenses and di^ 
cuss them. To start with, I want to point out that except as to labo| 
which I will reserve for separate treatment, the conditions of rail 
road operation have not changed in fundamental respects by Gov 
ernment control. There has ont been a railroad in the United State 
that has been taken out of the hands of experienced railroad men fo! 
operation. Almost without exceptions, the railroads have been lef 
in the hands of the very same men who operated them under privati 
control. In a few cases we have put a railroad under the direction 
of some man other than the man who had it under private control 
but they have been exceptions ; and it is true without exception thai 
all the railroad operations have been conducted by railroad men ol 
experience in the railroad business, and except as to some broad quesi 
tions of policy, mostly having to do with labor, those operating mel 
have been free to employ, and have been expected to employ, thj 
same business methods which they were understood to employ durini 
private control. So that after the most careful study of the matte 
1 do not find that the increased expenses can be accounted for by an; 
fundamental differences in the method of operation. If the railroad 
were turned back to private control to-morrow, the men who are nov 
operating them would, perhaps in ninety-nine cases out of one hun 
dred, continue to operate them, and they would continue to employ 
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Lv very same methods that they are free to employ now in getting 

r. riomies* 

INCREASE IN COST OF MATERIALS AND BtTPPLIES. 

! !ie two great reasons for the increase in expenses are the increases 

lie cost of material and supplies and the increase in the cost of 

>\\ As to inaterial and supplies, they have been going up for the 

. roads as well as for everybody else, and that increase has been 

■ v.n in an accumulative way. Not only has that been due to the 
t that prices have been progressively going higher until a com- 

I Miively recent date, but, in addition to that, the way railroad 
^ <iints are kept, generally speaking, is such that materials are 
1 L'ht considerably in advance of the time they are used, and they 
II' irtiierally shown in the accounts at the prices at which they were 
I- L^lit. Then, when those materials are used for operating pur- 
I ••>. they are charged into the operating expenses not at the cur- 
t' t prices of such materials but at the prices at which they were 
f L^lit, or, possibly, at an average price, representing the average 
'* lil the prices of the materials in stock. The result is that the 
^. Mi<e for materials and supplies to the railroads began increasing 

V rapidly in 1916, due to war influences, but those increases did not 
illy begin figuring in the operating expenses to a great extent 

:! several months later. Then, when they began to figure in the 
:ating expenses, they began to figure in a progressive way, because 

V and more the stock of materials which waS bein^ drawn on for 
:ating purposes has represented stock bought at higher prices, so 

.1 the Railroad Administration has not only had this piling up or 

■ '^'"i-e in prices which everybody has suffered from, but it has been 
^ if a btock of material whose average cost has been increasing, and 

•! has been losing gradually the benefit of the part of it which 

'•^mc^ht at relatively low prices. 
^ '^v. these increases in material costs are very hard to estimate 

I precision, but from the best information I can get I have 
I the conclusion that we are perfectly safe in assuming that 

' r.:il costs in 1919 as compared, say, with 1917, represent an 
■' ix^ of about 35 per cent as they are charged into the operating 

|i^'s. In that connection it must be borne in mind that the cost 

Ji the railroads were paying in 1917, and especially in the latter 
" f'f 1917, represented for them a great increase over what their 
'^-^ had normally been and which were resulting in the most insist- 
' 'laims upon their part that they could not sustain the properties 
^in; then prevailing rates because of the increase in the cost of 
'•rial and supplies. So we have had that condition, with which 
' have had to deal — ^that is, we had this increase running around 
:'♦ r cent as a minimum in the cost of materials, and we have had 
* a 25 per cent increase in rates with which to meet it. In that 
-'•'ction I might say that a great many estimates have been made 
irriying at the figure as to what was the increase in the cost of 
ntaining the railroads, both roadway and structures and equip- 
•it, in the year 1919 as compared with the average cost for main- 
nice in the test period of three years ending June 30, 1917. I find 
* «^od many people who claim with a gi-eat deal of confidence that 
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the increase in cost has been about 100 per cent. I think that is i 
•overestimate ; I think it is substantially less than that, but it serv 
to illustrate the fact that there has been a very much greater increa 
in the cost of materials and supplies than has been compensated f 
by the increase in transportation rates. 

Mr. Slemp. Did you say 1919 ? 

Mr. Hikes. I am using 1919 because 1918 would represent an inte 
mediate situation ; 1919 is a year which feels the full impact of t1 
increase in material prices and the increase in wages. Many peop 
claim that the actual cost of maintenance has increased 100 per cei 
as compared with the average of the test period, but I think that th 
is decidedly an overestimate. 

INCR£A8SD C09F OF LABOR. 

I want now to speak of the labor situation : I want to emphasi: 
the fact that the increases in the pay of labor are by no meai 
peculiar to the railroads. Some two or three months ago Jud| 
Gary, of the United States Steel Corporation, in a letter to Chai 
man Peek, of the Industrial Board, stated that in 1913 the dire 
labor costs in producing a ton of steel, counting the cost from t\ 
production of the ore on through the production of the steel, wei 
•$15.13, and that in March, 1919, those direct labor costs were $34.6 
representing an increase in the labor cost per ton of 128 per cent i 
between the year 1913 and March, 1919. I mention that as an illui 
tration of the fact that the increase in labor costs has been in no sen« 
peculiar to the railroads, but that it has been a condition which h? 
prevailed throughout the industrial world. 

I want now to explain the method by which the wage increases c 
the Bailroad Administration came about. In the latter part of 191 
there was the greatest unrest on the part of railroad labor. The cos 
of living had gone up greatly, and, while there had been varioi 
increases in wages, runnmg along through the test' period of thn 
years ending June 30, 1917, there was a. very general conviction o 
the part of railroad labor that it was grossly underpaid as compare 
with the cost of living and as compared with what was being paid i 
other lines of industry. Labor was scarce; other lines of industr 
were making enormous profits and were willing to pay high pric< 
for labor. That was causing unrest of the most serious character o 
the part of railroad labor, and a great deal of the railroad labor ws 
^oing to these other industries. There were very definite indication 
that important classes of railroad labor were going to insist upon ver 
large increases in pay or were going to strike if they did not get il 
There was no satisfactory machinery for dealing with the situatiq 
either under the Federal statutes or the State statutes, and when tl 
Government took possession of the railroads it also took over thi 
condition as a part of the situation. There was the very greatest di 
content and the most far-reaching conviction that wages were far tc 
low as compared with the cost of living and as compared with whi 
was being paid in other industries. 

Mr. McAdoo promptly took the position that he would have thi 
whole subject carefully and impartially studied and would obtain 
report as soon as possible as to what ought to be done for railroal 



APPROPRIATION FOR CONTROL OF TRANSPORTATION SYSTEMS. 15 



;j:>on and that as soon as that report was obtained he would fix rail- 
fnad wages on the basis of that report, making them effective as of 
,'jnuary 1, 1918, the date that the raih-oads were taken over. Some 
if the railroad labor organizations had fixed January 1 as the date as 

• which their rates of pajr must be increased by the private railroad 
nagements, and the railroads were confronted with this immedi- 

f demand and threat of an immediate strike. For carrying out 
it arrangement a Bailroad Wage Commission was appointed, con- 
ting of Secretary Lane, Interstate Commerce Commissioner Mc- 
I iord, Judge Harry Covington, and Mr. Wilcox, of New York, who 
^•as formerly chairman ot the Public Service Commission of the 
f :rst District of New York. That commission made quite an exhaus- 
tive inquiry into the matter of railroad wages and made a report, 
L^ I recall, in May, 1918, indicating that the cost of living had 
slvanced a great deal niore than railroad wages had advanced, and 
tiiat, in order to meet that situation, there ought to be a substan- 
(i:il advance in the railroad wages, the greatest advance to be given the 
niiployees having the least pay. 

On the basis of that report the Director General issued what is 
K:.«'wn as Greneral Order No. 27, fixing the wages as of January 1, 
^ *^, and generally in accord with the report of the Lane commission. 
It was recognized that a report dealing with the matter purely from 
> standpoint of the cost of living, as that report did, and on the 
v^is of general percentages would not fully meet the situation. 
' i^re had been through a great many years of negotiations between 
t i'^ railroads and railroad labor various wage relationships estab- 
'Mii\\ between different classes of labor, which, of course, could not 
^ preserved in any such percentage increase as the Lane Commission 
'* "'ind necessary to reflect the increase in the cost of living. In addi- 
*:<>n to that the competitive conditions with other classes of industry 
"re not reflected in what the Lane Commission recommended. So 

* was recognized, when that report was made, that there would have 
;';Vmade various supplementary adjustments to meet the situation. 
^'i»*one that was most pressing was the adjustment with reference to 
'li« shopmen. The competition of other industries was particularly 
"•'^'n^ there, both because of the munitions work and because of ship- 
' 'i'iing, in both of which lines the wages were very much in excess of 

'"Jtthe Lane Commission recommended. 

To deal with all of those supplementary adjustments the director 

-•^neral constituted a wage board consisting of three representatives 

'^ the railroad management, who had had long familiarity with 

-'or matters, and three representatives of railroaS labor. That was 

''1^(1 the board of wages and working conditions. That board took 

4' for us this pressing problem of the shopmen, and it made a sup- 

I'lnentary report or recommendation, which became the basis of 

-tt is known as Supplement No. 4 of General Order No. 27, fixing 

]-^ wages for the shopmen and making them retroactive to January 

'- 1-^18. Then, from time to time after that, the wage board dealt 

/'li other classes of employees who claimed that their relationship 

1 not been observed in the increases which had been made, or 

* .0 claimed that they were not getting what other employees were 

HUng in similar lines of activity. For example, the maintenance- 

>fway men were given certain supplemental increases that became 
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effective September 1, 1918, and the same thing was true of clerkj 
Later on the station agents and telegraphers had their probleni 
dealt with so as to establish, as far as seemed reasonable and propej 
an equalization with the other employees, and their wages becanj 
effective at a subsequent date in 1918, perhaps almost at the end c 
the year. 

Tne wage board had under consideration during the war, and ha 
practically completed its hearings by the time of the armistice, t\ 
applications of the train and engine men and two or three min 
classes of employees, and had submitted its report for the train an 
engine men in December, and its report on the minor classes of en 
ployees in January or February, as I recall. It was necessary, in m 
opinion, and I was personally responsible for the action on that, n 
I had become Director General before those reports had been acto 
on, to m§ike certain increases in the wages of train and engine n\e 
so as to give them a fair equalization with the wages of those othc 
classes. That was done. That shows in a general way the metho 
that was pursued in arriving at those increased wages for the rai 
road employees. In the first place, we had this wage commissioi 
of which Secretary Lane was the chairman, to make this genor 
study. That was the basis for the first increase. We then had th 
wage board, which was made up equally of representatives of tl 
railroad managements and representatives of railroad labor, to stiu 
each class of labor and recommend its supplementary increase 
They have been put into effect from time to time, and all of thei 
have now been put into effect. The best estimate that I can nial^ 
of the situation is that as compared with the month of Decembej 
1917, we have made an increase of about 51 or 52 per cent in th 
wages of railroad employees. 

Of course, that has varied more or less in different parts of th 
country, and has varied on different railroads, due to local condi 
tions. It has varied, of course, as to the different classes of emplo^^ooj 
That is the best estimate I can make as a whole. Now, I feel thn 
that estimate is subject to certain qualifications which only tinj 
will prove. At present they are speculative, but I think they ai 
sufficiently important to justify consideration. One is that thed 
estimates are based largely on what we actually paid railroad lalxi 
in January and February, 1919. Now, what we paid railroad labor i 
those two months included a substantial amount of what is known n 
punitive overtime for certain classes of labor. It was required i 
the general wage adjustment for railroad employees, as it has boe 
required' in wage adjustments throughout the country, that th 
eight-hour day shall be recognized, and punitive overtime has to 1! 
paid for labor performed after either 8 hours' work or 10 hour 
work. For some classes of labor it applies after 8 hours and f(| 
other classes after 10 hours. That means that time and a half w^ 
paid for this overtime for which the punitive rates were allowed 
When the armistice was signed and when the railroads were workiii 
under a full head of steam to do everything possible to keep 
condition to carry an unlimited increase in war business, and wh 
there was a great scarcity of labor, we were working our shopm 
overtime regularly. 

We were working them 10 hours per day, and I think in many i] 
stances we were working them all day Sunday. That was teiii 
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done on their part simply as a patriotic proposition that they would 
work 70 hours per week to help win the war. Of course, they were 
paid punitive overtime for service in excess of eight hours and also 
time and a half for the Sunday work they did. It was true, more or 
less, of other classes of employees that we were incurring a great 
deal of punitive overtime. When the armistice was signed, as soon as 
wo could turn around we gave directions that the punitive overtime 
should be cut out; but the railroad machine is so big that it is very 
hard to get immediate action on instructions of that sort all down 
the line, and inquiries lead me to believe that in January, 1919, and 
even in Februar}', 1919, a good deal of punitive overtime was still 
being incurred. However, it was gradually diminishing, and I think 
that now it has been pretty well eliminated. This estimate which 
has been made of approximately 51 or 52 per cent increase of wages 
as compared with December, 1917, does include an amount of punitive 
overtime, which will be eliminated in the later months. The tendency 
of that will be to diminish somewhat, although I do not think very 
greatly, that percentage of increase. 

The other important factor to be considered in connection with this 
increase in wages is that we are comparing with the month of Decem- 
ber, 1917, when the wages of railroad labor, as stated, were very much 
below what was being paid in other lines of industry and below what 
was indicated by the cost of living as being necessary. The result of 
that was that the railroad companies had lost a very considerable part 
of their skilled labor and were greatly hampered in getting their work 
properly done. It was also true that higher wages paid in other lines 
of industry attracted away from the railroads a great many of the 
most capable men in the unskilled branches of work, leaving the rail- 
roads to take the less capable men who were not desired by the indus- 
tries paying the higher wages. 

Since this increase in wages and since the termination of war ac- 
tivities we are in a position where the wages we pay fairly meet the 
competition in other lines of work. Wages have been provided that 
bear some reasonable relationship to the cost of living, and they are 
given more satisfactory working conditions. The result is that as 
to many classes of railroad labor we have a rate of wages that will 
get a better class of labor, because our employment now is as attrac- 
tive as employment in other lines of work, and on that account we 
will be able to get a greater degree of efficiency. Now, that is specu- 
lative; it will vary in different parts of the country; and it will, of 
3ourse, vary according to the capacity of the particular railroad 
officer, but a great many railroad omcers have volunteered the opinion 
n their talks with me that they were going to get greater efficiency 
)ut of various classes of railroad labor in the future because of the 
ncreased wages and improved working conditions, and that they will 
)e better able .to compete with other classes of industry than they 
rere in 1917 or in prior years. 

I think these things are worth bearing in mind, although it is im- 
>ossible to put any specific value on them at the moment. My 
udgment is that the estimate of 51 or 52 per cent increase in wages 
rill, therefore, probably turn out to be an overestimate rather than 
n underestimate of the actual increase, when we come to measure 
fie increased efficiency of the work. That, however, is so much a 

121157—19 2 
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subject of speculation that it can not be made the basis for ai^ 
dogmatic statement. The railroad industry of this country has, c 
course, tended to standardize methods in all respects. Even undc 

Erivate control it had become to be more and more uniform. It w^ 
ecoming to be more and more a uniform system; rates were more an 
more standardized by the diflFerent railroads, and the working coij 
ditions were being more and more standardized. That was stril^ 
ingly illustrated by the passage of the Adamson Act, which stancj 
ardized the working conditions with relation to the basic wages i 
the train service of all roads in the United States over 100 miles i 
length. 

So that when the Government came to deal with this labor proble^ 
it had recognized that tendency toward standardization which tl^ 
employees felt should be applied to their wages as well as to rattj 
and as well as to other conditions. In consequence of that standard) 
zation, the changes in wages have varied in different parts of th 
country. Some parts of the country were further behind the stand 
ard basis than others, and in those instances the rates of increase ha\j 
been higher than this average I have given. Of course, as to certaij 
classes of employees the increases have been higher, while, on tl^ 
other hand, necessarily they have been lower as to other classes of en 

i)loyees, in order to produce this general average of 51 or 52 per ceii 
't is also true that in dealing with 2,000,000 employees, as the Rai 
road Administration had to do, and dealing with them necessaril 
on the basis of general rules, a good many extreme cases developej 
of apparently disproportionate pay given certain employees. M| 
observation has been that a great many of those cases that have bee| 
commented on in the press were cases where the employees who haj 
been put on the 8-hour basis were temporarily continued in servic 
for 10 or 12 hours per day, just as they had been before the 8-hoq 
standard was adopted. Therefore, they regularly got time and I 
half for 4 hours, 3 hours, or 2 hours overtime, making a very hig 
wage, but those were exceptional cases, and they have been ffraduall 
weeded out as the railroad managements have applied to these me 
the 8-hour standard. 

My judgment, after observing the matter as fully and fairly as I 
cculd, has been tluit the general average of increase for railroad em 
ployees has not been too high, either as compared with the cost o 
living or as compared with competitive conditions in other indua 
tries. Therefore, it seems to me that as to that great element of laboj 
which represents such a very large pait of the operating expenses, thi 
increase in cost which has come about has been a proper increase. I 
has been a perfectly natural outgrowth of the war conditions, anj 
has not been out of line with what has been done in other lines o 
industrial activity. I have not the basis to put this on the sjin^ 
foundation that Judge Gary put his figures^ but certainly I ha\i 
found nothing in the raih'oad situation to indicate a general increan 
of 128 per cent since 1913. Now, in this connection, there has beei 
a good deal of comment upon the proposition that more employe^ 
have been required by the Government than were required by tl^ 
railroads under private management, and the inference has bee| 
drawn from that that a part of the increased cost of the operatio 
of tlie railroads has been due to tjie employment of an unnecessar 
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jinber of employees. It is important to bear in mind in that con- 
'ction that that matter now is in the hands of the railroad operating 
ficers just to the same extent as it will be when private control shall 
5 restored. 

They have been employing no more people than were necessary to 
roduce the results, and, to the extent that they have had more, it 
as represented a condition which we must assume will continue 
ader private management, because the same men will be dealing 
ith the situation. As a matter of fact, however, generally speak- 
i^, the increase in employees, when there has been any, has been 
le largely to the adoption ot the 8-hour day, and when the com- 
itation is made on the number of man-hours put in by railroad 
bor it has been found that there is a decrease in the number of 
an-hours, although there is an increase in the number of employees. 
^ that, if there is an increase in man-hours which is very much less 
lan the increase in employees, it is fairly explainable on other 
•ounds. A fact which has largely been lost signt of in the discus- 
on of this subject is that if you have 10 men working 10 hours 
1(1 put them on the 8-hour basis, the same 10 men will produce less 
)urs of labor in a given time than if they had been working on the 
isis of 10 hours, except in so far as they are more efficient and in 
lat way offset the reduction in hours. That is an important factor 
\ explaining the excess of employees to the extent that there is any, 
lit for the country as a whole that has not been an important item. 
Another thing that has been of very great importance in connec- 
on with the number of employees is that of outdoor work. A great 
eal of the railroad work is outdoor work, and that is especially 
•ue in the maintenance of roadway and structures. Now, in the 
lonths of January, February, and March, 1919, the weather w^as 
pen. It was the most open winter we had had in many, years, and 
1 many parts of the country the track work could go forward prac- 
cally as it did in the spring and fall and on that account there has 
ndoubtedly been employed a nmch greater number of men than 
ould normallv be employed at that time of the winter or than was 
niployed in tlie month of December, 1917, when labor was very 
:arce and when the winter began very early. That has accounted, 
1 many cases, for more work being done and, of course, that will 
fFset itself by less work being necessary in the latter part of the 
par. I have already referred to the fact that many of our Federal 
lanagers and other railroad officers count upon getting increased 
ficiency by reason of their ability to compete better with other forms 
f industry, on account of the reasonable wages and working condi- 
ons. 

My judgment on that whole situation is that the increase of fifty- 
Id per cent in the wages of labor has been proper; that it ought 
)t to be reduced; that it can not be reduced and that we ought to 
Tept that as simply one of the developments of the war and that 

is by no means out of line with what has been done and had to 
? done in other forms of industry. 

I have already pointed out that as to materials and supplies our 
)sts have been higher by reason of causes beyond our control and 
luses which will largely control these same railroad officers when 

ey resume the operation of the railroads under private manage- 
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inent. The labor costs, I believe, will continue and, in my opin 
they ought to continue, and I do not believe that anybody who 
study the facts will take the responsibility of saying that those e- 
are substantially greater than they ought to be. 

THE QUESTION OF ADDITIONAL REVENUE. 

Then this question comes, since we believe that the expenses arc? 
higher than they should be and no higher than they can reason n 
be expected to be: How about the revenues? Should they not 
liigher? It is perfectly clear to me that a 25 per cent increase 
rates is not going to offset an increase of something over 50 per c 
in wages and anywhere from 20 to 35 per cent in the cost of i 
terials. 

The only possible hope of offsetting that, in large part, would 
through a large increase of business which we would do at a i-< 
tively large net profit. How far that will be the case it is iini 
sible to forecast; that it will be the case, to an important exten 
believe is true, but it is speculative as to how far it will be tlie c; 
Certainly, however, there is a very strong argument that could 
made for the view that that increase in business can not possi 
produce enough additional net profit to make up for this loss in 
purchasing power of the dollar. The railroads of the country 
$1.25 in revenues where they used to get $1 and they have to paV 
from $1.50 to $1.70 where they used to have to pay out $1. Tlu 
fore it can very strongly be argued that that condition can not 
fully offset by an increased profit from the increased business, 
find in the steel industry that the steel interests insist, with the ^rt' 
est emphasis, that they need an increase of from 56 per cent to 
per cent over prewar prices in order to enable them to contii 
going, and 'they succeeded in getting the indorsement of the Ind 
trial Board of that view. My own judg?nent was that those pri 
were unnecessarily hi^h. But, again, it illustrates the disparity 
tween the 25 per cent increase in the railroad rates and the incresi 
in prices which are regarded and insisted upon as necessary in ot] 
lines of industry. 

After thinking over this thing as carefully as I could, it seems 
me that this is the real situation: That this deficit of $250,00O,( 
for the first four months of 1918 is not due to unnecessary or impro] 
expenses, because I believe the expenses are demonstrably necesss 
and proper, but is §imply due to the fact that the Government, ; 
the time being, is keepmg down the transportation rates to the pub] 
The expenses can not be reduced ; they are a perfectly natural deveh 
raent which has been characteristic of other lines of industry, but 
Government has kept down the rates to the public and that ivS i 
cause of this deficit. That raises a very important question of po| 
as to what ought to be the Government's attitude on that subject, 
have given a great deal of thought to that, and here is the thing tl 
impresses me, and I believe it will impress you gentlemen as a mat 
of the highest importance to the public and every class of the pubJ 
The moment there shall be an important increase in transportat 
rates, that is likelv to be reflected right away in a further incr^ 
in prices of everything else and in the cost of living generally. 
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more than was necessary and also of disturbing the general level 
prices and costs sooner tnan it ought to be disturbed. 

In addition to that there promises to be some decrease in the d 
of materials and supplies. It is speculative as to how much tha< 
going to be and it is a serious question as to how much we can get i 
of that. It is not a thing, in my opinion, that we can possibly f orecj 
and yet the prospect is in the right direction. Further than tl\ 
there is going to be a gradual increase in efficiency, in my judgnid 
due to the causes I have already pointed out. But there, again, t] 
is a speculative element. 

ECONOMIES EFFECTED BY GOVERNMENT CX)NTR0L OF RAILROADS. 

There is one other thing that I want to mention in that connectj 
and it is that Government control of the railroads in this tempore 
period has brought about certain unified methods of doing busing 
which have resulted in a good many economies wliich are tangible ^ 
a great many others which are intangible but which are importa 
Those unified methods of doing business have enabled the railr< 
plant, as a whole, to do a greater business with less increase in | 

{)lant than was ever true before. Last year, for example, by conti 
ing the traffic at the source, through the exercise of what we cal 
the permit system, and not permitting traffic to be loaded until it ^ 
certain it could be disposed of at destination, we handled an extj 
ordinarily large traffic without congestion; we hope to be able to 
that again this year when the roads go back to private manageniei! 
and certainly there ought to be some way devised to preserve for I 
public that highly important benefit of controlling the traffic so as 
prevent its being congested, thus increasing the cost and increasj 
delay and inconvenience to the public. , 

Those things that have been developed by reason of the unif] 
control ought to enable us to realize a larger profit in doing 
abnormal Business than in the past, because they will enable 
present raih-oad plant to go further than it ever did before. All 
those things are speculative, but I think they are so important 
to make it in the public interest to defer the making of an iiicrei 
in the rates until we have our bearings rather than to make the 
crease at once. So that my own judgment has been that it is 1 
better for the Government temporarily to carry such deficit as ari 
than to undertake at once to make an increase in rates in order 
make up a deficit which promises relatively to diminish as the yi 
goes on and as to which we can not now make any reliable pretl 
tion as to what rate of increase there ought to be. Of course^ thai 
a matter of bix)ad public policy and is a matter which Congi 
would probably feel justified in taking hold of, but I put that bef| 
you as my own impression, based on the view that railroad i- 
have such an intimate relationship to the general cost of living t 
we ought not at this time to give an impetus to that cost of li\ 
by increasing any rates until we are reasonably sure as to how m 
that increase ought to be. 

CAUSES OF DEFICIT FOR THE FOUR MONTHS ENDING APRIL 30, 1911 

So I would say. wuth respect to this deficit for the first four men 
of the year 1919, that it is due partly to this tremendous falling on 
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business, which appears to be temporary, and partly to the fact that 
tlie (xovermnent is temporarily protecting the public against a rate 
increase in this transitional period which would be necessary to 
off-set the decrease in the purchasing power of the dollar. 

That is the way I diagnose this deficit as it stands, and it is the 
reason I give for not promptly undertaking to deal with it by an 
increase in rates, which would probably at once start an increase in 
cost of everything else. I might say in that connection — and it has 
probably been observed by all of us — that when a reason arises for an 
increase in the price of an article the price generally increases a 
great deal more than the reason justifies. So if the Government 
should undertake to raise $300,000,000 or $400,000,000 to take care 
of this situation, it would probably be found that the increase in 
pric2 we added would result in the ultimate consumer paying three 
or four times that much in the last analysis, and would tend to 
complicate a situation which has already been complicated enough by 
great increases in the cost of living and in the coj^t of doing business. 

This deficit which I have been talking about for the four months 
ending April 30, 1919, amounting to $250,000,000, and the deficit 
for the calendar year 1918, amounting to $230,000,000, making a total, 
of $486,000,000, represents 28.6 per cent of the $1,700,000,000 which 
the Eailroad Admmistrtition would be provided with if the present 
appropriations were granted. 

WORKING CAPITAL. 

The rest of the appropriation, or 71.4 per cent, represents money 
which, in one form or another, can reasonably be expected to come 
back to the Government as we work out of the present condition of 
Federal control, and that consists of the $425,000,000 of working capi- 
tal, the $775,000,000 of the railroad corporations and $14,000,000 of 
the inland waterways. As to working capital, the division of finance 
can explain more satisfactorily the details than I can, but I want to 
emphasize the great importance of an adequate working capital in 
handling a gi^eat business, like the railroad business. We have been 
liampered as the months have gone by in paying our bills, and that 
has had an unfavorable influence on general business. There are a 
great many business enterprises which furnish materials and sup- 
plies to the railroad managements that have not been able to get paid 
for the supplies, and, in turn, they have not been able to pay their 
bills. It has been an unfavorable factor, and on that account we feel 
that it would be highly in the public interest to provide an additional 
sum for working capital. So in our estimate we have asked for 
$223,000,000 on that account, which, added to the $202,000,000 which 
we show as net excess of current assets over current liabilities, would 
make a total of $425,000,00 for working capital. It is to be borne in 
mind that all of that is not actually available for actual use. 

For example, we have something over $140,000,000 as an asset 
on any given date in the hands of conductors and agents, and yet it 
is not available for immediate use in paying our bills. That is an 
account that is always involved in the business, and to that extent 
tends to diminish the actual working capital; it may broadly be 
capitalized as working capital, but it is not any part of that which 



24 APPROPRIATION FOR CONTROL OF TRANSPORTATION SYSTEMS. 

will work ; it is there, but it can not be used on that date, and when 
it does come to be used there is another corresponding amount dis- 
placed ; yet it constitutes an asset and is a part of this $425,000,000, 
against the great increase in Avages and materials, running, as I have 
said, something over 50 per cent for wages and from 20 to 35 per cent 
for materials, which makes a dollar's worth of work go much less far 
than it used to and takes a considerably larger amount of working 
capital than was formerly necessary in order to handle the business 
in an effective way. The average monthly operating expense of the 
railroads under Federal control is about $360,000,000, so that we take 
this $425,000,000 and take into consideration the part of it that is 
tied up in agents* and conductors' balances, and it means that our 
actual surplus of assets, which we can use to handle our bills promptly, 
is less than a month's disbursements, and experience has shown that 
we have got to have pretty close to a month's disbursements in order 
to pay these things without delay. 

Of course, the pay rolls must be paid, because the employees huve 
no other means of support: that means that wliere there is anything 
to be held back it must be the bills, and that means that unless we 
have close to the working capital we have indicated we slow down 
and embarrass the business of the country, and there are a great 
many sorts of businesses of the country dealing with the railroads 
every year, and, of course, that money, or whatever there is in tliat 
working capital or excess of current assets over current liabiliti(»s, 
represents the money which the Uovernment temporarily puts in 
this business and which eventual Iv will come back to it as the affair- 
of Federal control are wound up. 

ACCOUNT OF RAILROAD CORrOHATIOXS. 

The next big item is the $7Tr),0()0,0()() which has been invested at 
will be invested for the account of the railroad corporati(m> aiul 
wliich will l:e returnable bv them from time to time as thev are aWK^ 
to return it. The details of that I will ask the division of finam-t' 
to ex])lain, because they can do it much more clearly than I can. I 
want to point out certain general features of it, though. One is 
that that, to a large extent, represents money which was actually 
spent during the calendar year 1018 for railroad improvements an<l 
for railroad equipment at a time when the railroad companies were 
imable, on account of the financial conditions due to the war, to do 
any important financing themselves. 

TThe (lovernment was borrowing money in large amounts through 
various Liberty loans, and from every standpoint it was imprac- 
ticable, and also undesirable, for the railroad companies to attem])t 
to Iwrrow the money which it was necessary for them to provide 
in order to add to their properties, so that temporarily the Govern- 
ment had to carry that, and it is a question now of reimbursement* 
Also, a very substantial part of this represents equipment which the 
Governmeiit has bought or ordered and contracted to pay for, and 
for which it will be the duty of the railroad companies to reimburse 
the Government. My general policy about this matter is this: That 
these improvements have been made for the benefit of the railroad 
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companies; they have received a very important benefit from Gov- 
ernment control, and that is a guarantee of a rental which repre- 
sented the average of probably the best three years they ever had, 
instead of having to face, as public utilities throughout the country 
did, the danger of imminent bankruptcy on account of the great 
increases in costs. The railroad companies were protected from this 
by this guarantee, and certainly it is a part of their moral duty, 
aifid it is also clearly a part of their legal duty, to provide any addi- 
tional facilities that are needed to carry on the railroad business, 
and what has been expended and what will be expended for these 
improvements represents the judgment of the branch of the Govern- 
ment which Congress intrusted with the duty of forming a judgment 
on the subject. 

I am perfectly clear, therefore, that the railroad companies ought 
Lo reimburse the Government for these expenditures just as rapidly 
as practicable, and it is then a question as to how rapidly. Condi- 
lions during the year 1918 — the war conditions and the heavy bor- 
rowings of the Government — ^made it impracticable, and in the early 
part of 1919 the impending victory loan and the fact that the Rail- 
road Administration was short of cash with which to pay them, 
made it impracticable for them to do any large amount of financing, 
rhe failure of the appropriation in the last Congress made it neces- 
sary for the railroad companies to borrow money to pay their inter- 
est and dividends, and that, of course, hampered their borrowing 
money with which to pay the Government for what the Government 
lad put into improvements and equipment; but when those difficul- 
ies are out of the way, the Government financing for the war is over, 
)r at least on a large scale is practically over, and the Railroad Admin- 
stration is put in funds with which to pay the railroad companies 
kvhat it owes them, my judgment is that they ought to be required, 
iust as rapidly as possible, to reimburse the Government for these 
arge amounts that have been spent and, as far as possible, to reim- 
burse the Government for the amounts which will be spent during the 
rest of this calendar year. I can say in that connection that our 
settled policy is that for the future we will make no improvements 
)n railroad properties unless the railroad companies undertake to 
inance them, except in extreme cases where an improvement is abso- 
utely necessary and where the railroad companies are wholly unable 

finance it, but those cases are comparatively rare. So my judg- 
nent is that we ought to compel the railroad companies to refinance 
he amount represented by this $775,000,000 just as rapidly as pos- 
ible. The division of finance is heartilv in accord with that view, 
nd we propose to work it out on that line as rapidly as practicable. 
Uit the fact remains that it is not instantly practicable, and we must 
ontinue the amounts needed to be carried by the (lovernnient. 

INLAND WATERVV^AYS. 

The only other item making up the $1,700,000,000 is the $14,000,000 
or the inland waterways. The Federal control act contained an 
xpress provision authorizing the President to purchase equipment 
) operate on the inland waterways. The matter was referred to an 

1 land waterways commission for investigation and report, and that 
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commission recommended that the Government should underta 
three projects. One was the New York State Barge Canal, and tl] 
we should buy equipment and operate on that canal ; another was tli 
we should buy equipment and operate on the Mississippi River I 
tween St. Louis and New Orleans; and another was that we shoi^ 
buy equipment and operate on the Warrior River and Mississi]^ 
Sound between the coal district of Alabama and Mobile and N< 
Orleans. The expenditures which have been made and which hai 
been contracted for that equipment will approximate $14,000.()(| 
and, I may say, they represent the first effort, to my knowledge, 
a serious endeavor to make an experiment as to the practicabilit\ 
inland waterway transportation in this country. I believe the 13 
periment is well worth making, and it is certainly a relatively snij 
expenditure, considering what the Government has expended 
improvng these waterways without providing any way to test tli< 
availability. But, in any event, it was in line with the policy oil 
lined by Congress and represented the best judgment of the Railroj 
Administration as to what ought to be done in carrying out tin 
policy. 

SUMMARY. 

Those items made up the $1,700,000,000 which the Railroad Ai 
ministration would have if the present appropriation were grante^ 
$486,000,000 of the deficit up to April 30 represents losses of mon^ 
which can not be expected will be repaid. The entire balance, wij 
the exception of the investment in the inland waterways and equij 
ment, therefore, will remain as an asset. Of the balance, $425,000,0(i 
working capital and $775,000,000 for the railroad corporations, ro\ 
resent money that will come back to the Government, with the possil) 
exception of an occasional bad debt. 

I might add that this appropriation requested does not undertnlj 
to forecast the situation beyond April 30. I felt that the conditioij 
which I have mentioned were so speculative that the situation coiil 
no be forecast with any degree of accuracy. The prospect is that | 
will change from month to month, and the reasonable indications nt 
that it will change for the better rather than for the worse. The aj: 
propriation made undoubtedly would enable us to carry the situatio 
on until we have a much more correct measure as to what is involve 
in the way of additional loss, assuming that we do not make an ii! 
crease in rates. I have felt at the moment that the Railroad Admiii 
istration ought not to make an increase in rates and thereby set i 
motion the influences in the cost of living and the cost of doing busi 
ness that I have mentioned, but to wait until they could get a bettt 
idea of the situation, and, since the thing was entirely speculative an 
since the present appropriation would adequately protect the situation 
for several months to come, the wise course was not to attempt to iori 
cast what would be needed beyond April 30, but to simply ask for th 
appropriation up to that date. 

In conclusion of my general statement I want to say that my wis! 
is to put before the committee every form of information that is i^ 
our disposal and to do anything I can in aiding in the clearest undc* 
standing of the exact situation. 

I will he glad to answer personally any questions which the coni 
mittee would like to ask, but I believe in the details of this matte! 
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that the Division of Finance can give much more specific answers 
and much more helpful answers than I could, but I am subject to the 
committee's wish in that matter. 

Plan of Organization for Operation of Bailroads. 

The Chairman. Mr. Hines, the railways were originally taken 
over on December 28, 1917, by virtue of the authority contained in 
the Army appropriation act approved August 29, 1916, and, as I 
understand it, operated under that authority until the approval of 
the act of March 21, 1918, being the act " To provide for the operation 
of transportation systems under Federal control, for the just com- 
pensation of their owners, and for other purposes." That is correct? 

Mr. Hines. Yes, sir; that is my understanding.. I have not in 
mind the date of the earlier act, but that is my understanding of the 
situation. 

The Chairman. Will you please tell the committee your general 
plan of organization for operation ? 

Mr. Hines. First, let me say that while the roads were taken over 
at noon on December 28, 1917, it has been agreed with the railroad 
companies, their contracts have been made, and it has generally been 
assumed all around that for all accounting purposes the taking over 
would date from and include January 1, 1918, and so we make all our 
computations beginning with that date. 

The general plan of operation was at the outset that each railroad 
was left in control of its own corporation which continued to operate 
the property as agent for the Director General. That continued 
until some time in May or June, when the decision was reached that 
there ought to be a severance of the corporation from the possession 
and control of the property for the Government, and at that time the 
properties were placed in the control of railroad operating officials 
who were designated as Federal managers, whose duty it was to hold 
and operate the railroads as the representatives of the Director Gen- 
eral and consequently of the President. Some smaller roads were 
put in control of an operating official who was designated as general 
manager, the term Federal manager being used for the more impor- 
tant roads, although most of the roads were put under Federal man- 
agers to start with. From time to time since then the roads whose 
principal operating official was known as general manager have had 
the title changed to Federal manager, so .there are comparatively 
few general managers at present. The Federal manager, or the gen- 
eral manager, is the representative of the Director General and of the 
President and is in possession and control of the property in that 
capacity. 

As I said near the beginning of my statement, these Federal man- 
agers and general managers represent, generally, the same influences 
who were in control of these properties and in a similar capacity 
under private control, and they were expected to continue to operate 
the railroads according to the same business principles as under 
private control, except as to some broad questions of policy. Labor 
matters necessarily had to be handled in a unified manner, and also 
certain of the more important purchases had to be handled under 
common direction, although, generally speaking, the purchases were 
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handled by the purchasing agents of the particular railroads, as 
under private control. The general operating methods, methods of 
supervision of employees, and business methods in general were the 
same as under private control, except so far as they were controlled 
in any way by these general policies which were established. With 
respect to transportation matters, the Railroad Administration, of 
course, found it necessary to put into effect various requirements 
looking toward unity and the elimination of unnecessar^'^ cost. It 
was especially true during the war that we undertook to run the 
railroads as a unit and to select for a given sort of business the rail- 
road that was best equipped to handle it with economy and expedi- 
tion, and we handled a great deal of war business on those condi- 
tions. The conditions were determined in Washington as to how 
that business should be handled, and, of course, that was controlling; 
but except so far as the transportation was directed from Washing- 
ton, it was under the control of the operating officers, as before. 

Relating to capital expenditures, they were put under the control 
of the director of the division of capital expenditures in Washing- 
ton, and no expenditures in the nature of improvements on the prop- 
erty or acquisitions, such as equipment for the property, all of which 
would be known as capital expenditures, could be made except with 
the approval of the director of the division of capital expenditures. 
The railroads operating in this way, first, under the corporation for 
the first four or five months of 1918, and then under Federal mana- 
gers and general managers, we put them into regions, at the outset 
three, the eastern, western, and southern. We later decided that 
those regions were larger than were satisfactory for operating condi- 
tions and they were put into seven regions. The eastern region, 
which had the New England lines and the Xew York Central as 
their most characteristic line; the Alleghenv region, which had the 
Pennsylvania and Baltimore and Ohio as their principal lines; the 
Pocahontas, which had the Norfolk & Western, the Chesapeake «.<- 
Ohio, and the Virginian as their lines; the southern region, which 
had the railroads generally speaking south of the Ohio and Potomac* 
and east of the Mississippi; the northwestern region, which had the 
railroads between Chicago and St. Paul and the Northern Pacific, the 
Great Northern, and St. Paul as their principal lines; the central 
western region, which had the roads between Chicago and Kansas City 
and the Union Pacific, Santa Fe, the Rock Island, and the lines in 
California as its principal lines; and the southwestern region, which 
had the lines from St. Louis into the Southwest. The regional di- 
rectors of those seven regions devoted themselves primarily to oper- 
ating matters, largely to transportation matters, although also they 
had supervision over maintenance and also advised as to capital ex- 
penditures. 

The labor problems were dealt with largely in Washington. For 
the purposes of supervision the Director General created a central 
administration at Washington which now has a division of operation, 
which has charge of transportation and maintenance matters, a 
division of capital expenditures, which I have already referred to, 
a division of labor, a division of accounts, a division of traffic, a 
division of law, a division of purchases, a division of public service 
which has charge of the relations between the public and the rail- 
roads, pretty much in the same sense as a railroad commission would 
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supervise these matters, a division of inland waterways, and a divi- 
sion of finance. Those various divisions supervise the work which 
is carried on through the regional directors and Federal managers. 

As I stated, during the war it was necessary, on account of the 
war conditions, to direct a good many matters, especially those per- 
taining to transportation, from Washington. When the armistice 
was signed it became apparent that there was not the same necessity 
for direction from Washington that existed during the war, and 
so far as it has been in my power to do so I have endeavored to put 
tlie operating problems back into the hands of the Federal managers,, 
under the supervision of the regional directors, and to make them 
feel, as far as possible, that they had the power to handle the situa- 
tion and therefore could properly be regarded as responsible for the 
situation. 

Since I have been the Director General it has been my policy, as. 
far as possible, to get in touch with the Federal managers, find out 
wliat their difBculties were, try, as far as possible, to help them and 
to aid them in getting the best possible results, exhort them to 
resort to every legitimate expediency in favor of economy, just as 
they did under private management, and to make it clear that we 
wanted them to do the same thing under Government control. I 
have conferred with practically all the Federal managers in the 
United States, have traveled over a great many of the railroads 
and have come in contact in that way with the operating officials, 
largely for the purpose of impressing upon them the importance of 
resorting to every reasonable economy, getting away as rapidly as 
possible from war conditions, and also giving the public as reason- 
able service as was feasible since the termination of the war. 

That roughly outlines the organization which we have and the 
general method which I have undertaken to pursue in dealing with 
the situation. 

The Chairman. What was the cost of that organization for 1918,. 
Mr. Hines? 

Mr. Hines. Mr. Parker, can you give the cost of the regional and 
central administrations? Of course, the part of the organization 
consisting of the Federal manager and tne general manager and 
their subordinates would be included in the operating expenses of 
the respective railroads and would represent part of the cost of the 
Federal operation of the railroads, and to give that figure would be 
really giving the total operating expenses of the railroads, which 
I can do. 

The Chairman. That is not carried separately? 

Mr. Hines. No, sir. The general and Federal managers and their 
office organizations are carried as a part of the operating cost of the 
particular railroads, which would be the cost, oi course, under pri- 
vate control. The central administration and the regional adminis- 
tration are separate, and I will give you that figure in just a mo- 
ment. • 

The Chaihman. Please insert it in the record. 

Mr. Hines. Yes, sir. 

(Mr. Hines later inserted " The cost of the central administration 
and regional administration for the year 1918 was $3,647,143." This 
includes salaries, rents, office expenses, printing, etc.) 
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BASIS OF COMPENSATION TO BE PAID TO RAILROAD COMPANIES. 

The Chairman. The law provides for a basis of compensation to 
the railway companies taken over by the administration, as I under- 
stand, and the rental is based on the average of a three-year prewar 
test period ? 

Mr. HiNES. Yes. 

The Chairman. Please explain to the committee how that rental 
is paid, whether it is paid directly to the railroad companies en- 
titled to it under the law or whether deductions are made from the 
amount of the rental ? 

Mr. HiNES. Under the standard contract which has been made 
with many railroad companies and is being made with othei-s, so far 
as they wish it, the compensation is paid in quarterly instalments at 
the end of March, June, September, and December. The contract pro- 
vides that so much of the compensation will be paid, without de- 
duction, as may be necessary to pay interest which had been theretofore 
regularly paid, and also the necessary charges for maintaining the 
corporate organization, but that contemplates that there shall first be 
applied to the payment of the interest and the corporate charges 
any other income which the corporation may have. 

Generally speaking, the railroads have very considerable income 
from investments in properties other than railroad properties. It 
is contemplated that whatever income they have from other sources 
shall be applied in the first instance to the meeting of their fixed 
charges and other corporate charges, and, so far as they then need 
a part of the rental from the Government to enable them to pay the 
fixed charges and corporate charges, that part of the rental is to be 
paid them without any deduction from what they may owe the Gov- 
ernment. Beyond that there is a statement in the contract that it is 
not the policy of the contract to make deductions from rentals, so 
far as that part of the rental would be needed to enable them to 
to pay the dividends which they regularly paid during the test perioil 
except in cases where the companies do not take reasonable steps to 
reimburse the Government for what they owe it. So in that way, 
so far as thev need a part of their compensation to pay dividends, it 
is the idea oi the contract that we will pay that compensation without 
deduction, provided they take what the Director General regards 
as reasonable means of reimbursing the (jovernment what they owe 
the Government. The result of that is that the amount of compensa- 
tion which is clearly deductible to pay what the railroads owe the 
(Tovernment except where the corporations do not take what appears 
to be reasonable means to pay the Government, is the amount in excess 
of what they need for fixed charges and other corporate charges and 
dividends; first, however, applying to these purposes the income they 
have from other sources. We agree to take that part only whicli 
otherwise would be applied to dividends, but under the contract we 
do not take that part which is needed to pay fixed charges or other 
corporate charges. 

The Chairman. With regard to the income of the railroads, other 
than the rental, you have nothing to do with that, except to see thai 
the income, so far as it will go, is applied in payment of their interest 
charges or the dividends which they were able to pay during the 
prewar period? 
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Mr, HiNES. Yes, sir. We have nothing to do with that, but we 

i~ vLtain what it is and expect them to apply it to their fixed charges 

i:i other corporate charges and dividends. In that indirect way we 

• rriil the application of it to those purposes, although we do not 

■ rjol it directly. 
liie Chairman. Passing that for the present, if I understand, you 
1 are asking for $236,000,000 to pay the deficit for 1918, $250,000,- 
[() pay the deficit for the first four months of 1919, or $486,000,- 
■ for the deficit in operation up to April 30. 1913? 
\lr. HiNEs. Yes, sir; that is true. I would like to say, of course, 

'■■■^ we take the situation as a whole and in doing that take into con- 
■iration the $500,000,000 already appropriated. It is just a ques- 
'!i of choice what particular items are designated, and if we get 

^_■||').0(X>.000, $486,000,000 of that woidd be applied to the deficit to 

' )' li you have referred. 
Tln' Chairman, You are asking for working capital, in excess of 
i:i current assets over current liabilities, for 1918 $201,000,000 and 
, liiinnal capital for 1919 of $224,000,000 or $42r>,000,000 ? 
Mr. HiNES. Yes, sir; that is correct. 
iiic Chairman. You are also asking for $77r).000,000 which you 

|:ii["'se to loan to the various railway companies under Federal con- 
Mr. Hikes. A great part of that has already been advanced for the 
■iiimt of the Railroad Corporation, The $775,000,000 represents 

" .;ii hiis already been advanced and what will remain to be advanced 

i' rihose purposes. 
Tiie Chairman. And in addition to that you are asking for 

^:4,iii)(j,000 for inland waterways? 
Mr, HiNEs. Yes, sir. 
TIji' Chairman. That makes $1,700,000.00, of which vou have 

:.i'.MiIy had $500,000,000? 
Mr, HiNEs. Yes, sir, 

Tlip Chairman. This estimate is to supply the remaining $1,200,- 
■'■•"*) in accordance with this plan which you have laid before us ? 
Mr. HiNES. Yes, sir. 

.'' i.'LKOADS Taken Over by the Government i^or Operation and 
FOR Control. 

Tlip Chairman. To what extent lias the Railroad Administration 
1 1 'in over the railroads of the country ? 

Mr. Hines. The Railroad Administration has taken over and now 

i-iontrol of nearly all of what are known as the class 1 railroads. 
'■"'v iii-e railroads having operating revenues of a million dollai-s or 
,:"rp per year. It has taken over comparatively few of the smaller 
' iii'Nids in the complete sense of taking them over and operating 
>' I'll- I have not the list in mind, but, broadly speaking, the situation 
• iliat it has taken over nearly all of the class 1 railroads and com- 

iriitively few of the railroads below class 1 for the purpose of direct 
'■If ration. 

The Chairman. Can you put into the i-ecord a li^^t of all of the 
fiilroads. both class 1 and other railroads, that ai'e under Feileral 
"introl, showing the mileage of each road, the amount of stock, the 
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bonded indebtedness, the operating revenue, the operating expensei 
and the amount of the standard return ? 

Mr. HiNES. I can give you at present, Mr. Chairman, a statemeii 
of the steam roads in Federal operation, both class 1 and below clai 
1, and their mileage. 

(The statement referred to is as follows :) 

List of Properties Under Federal Control as of January 1, 1919, Inclt7i>i> 
Steam Koads, Switching and Tktxminal Companies. Electric Roads, Stkas 
SHIP Lines, Ferry Lines and Water Carriers, Canals and Inland Watf. 

ways, and PtTLLMAN CaR LiNES. 

ROADS WHICH HAVE APPLIED FOR COOPERATIVE CONTRACTS AS OF MAY 23, 101I». 

Note. — Carriers included in contracts of Federally controlled roads (Clas 
I) and losing their identity are not included in this list. 

Steam ronds in Federal operation. 



Road. 



Abilene & Southern 

Ahnapee & Western (included in Green Bay & Western contract) 

Alabama & Vicksburg 

Alabama Great Southern 

Ann Arbor. 



Ari7ona Eastern (included in Southern Pacific contract) 

Arkansas Central 

Arkansas Western 

Asheville & CYaRgy Mountain 

Atchison, Topeka & Santa Fe 

Atlanta & West Point 

Atlanta, Birmingham & Atlantic 

Atlantic & Yadkin 

Atlantic City (mileage included with Philadelphia & Reading^. 

Atlantic Coast Line 

Augusta Southern 

Baltimore & Ohio 

Baltimore & Sparrows Point (included in Pennsylvania R. R. Co. contract) 

Baltimore, Chesapeake & Atlantic .* 

Bangor & Aroostook : 

Barnegat f included in Pennsylvania R. R. Co. contract) 

Bath & Hammondsport '. 

Beaumont, Sour Lake A Western (part of Gulf Coast Lines System). 

Belllngham & Northern (included in Chicago, Milwaukee & St. Paul contract) 

Bennettsville & Cheraw 

Bessemer & Lake Erie 

Big Fork & International Falls (included in Northern PaciQc contract) 

Birmingham <S: Northwestern 

Black Hill & Fort Pierre (mileage included with Chicago, Burlington & Quincv; 

included in Chicago, Burlington & Quincy contract). 
Blue Ridge. 



Mileage. 



Class I. 



141 
312 
301 
378 



9,418 

93 

640 



4,840 



5, 146 



88 
632 



Classes 
and III 



161 



225 



Boston & Albany ^included in New York Central contract) . 

Boston & Maine. 

Brownwood North & South 

Buffalo <fe Susquehanna 

Buffalo, Rochester & Pittsburgh 

Camas irairie 

Carolina. 



Carolina & Northwestern 

Carolina & Tennessee Southern 

Carolina, Clinchfield & Ohio 

Carolina, Clinchfield & Ohio of South Carolina (mileage included with Carolina, 

Clinchfield & Ohio). 
Catasauqua & Fogels\ille (mileage included with I hiladelphia & Reading). 

Central Indiana 

Central New England 

Central New York Southern 

Central of Georgia 

Central of New Jersey 

Central Vermont 

Charleston * Western Carolina 

Cherry Tree & Dixonville 

Chempeake A Ohio 



394 
2,484 



297 
590 



291 



301 



1,918 
684 
536 
343 



2^485 



Si 

1 



3 
41 



4^ 



15 

1 

13j 

i; 
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Steam roads in Federal operation — Continued. 



Road. 



Grand Canyon (included in Atchison, Topeka & Santa Fe contract) 

Grand Rapids & Indiana 

Grand Trunk Lines in New England 

Grand Trunk Western 

Great Falls & Teton Coimty (mileage included in Great Northern; included in Great 
Northern contract). 

Great Northern 

G reen B a y & Western 

Greenwich & Johnsonville 

Gulf & Ship I Uand 

Gulf Coast Lines 

Gulf, Ciiorado &. Santa Fe (included in Atchison, Topeka & Santa Fe contract) — 

Gulf, Mobile & Northern 

Gulf, Texas <fe Western 

Harriman & Northeastern 

Hartweil. 



Hawkinsville & Florida Southern 

High Point , Randleman, Ashehoro & Southern (included in Southern Ry. mileage) 

Hocking Valley 

Houston & Bratos Valley 

Houston & Shreveport (mileage included in Houston last <& West Texas; included 
in Southern Pacific contract). 

Houston <fe Texas Central (included Southern Pacific contract) 

Houston i ast & West Texas (included in Southern I'acific contract) 

Huntingdon & Broad Top Mountain 

Iberia & Vermillion (mileage included with Southern Faciflc Sunset Lines; included 
in Southern i'acific Co. contract). 

Illinois Central 

International <fc Great Northern 

Kanawha &. Michigan (included in New York Central contract) 

Kanawha & West Virginia (included in New York Central contract) 

Kankakee <fc Seneca 

Kansas City, Clinton <fe Springfield 

Kansas City, Mexico <k Orient 

Kansas City, Mexico &. Orient of Texas (mileage included in Kansas City, Mexico 
& Orient; included in Kamas City, Mexico & Orient contract). 

Kansas CiLy Southern 

Kansas Southwestern (included In .\tchi9on, Topeka <fc Santa Fe contract) 

Kewaunee, Green Bay & Western (included in Green Bay & Western rontfact) 

Kinston-Carolina .* 

Lackawanna & Montrose 

Lake Charles & Northern (mileage included with Southern Pacific Simset Lines. 
Included in Southern Pacific Co. contract.) 

Lake Erie & Pittsburgh 

I^ake Erie & Western 

I^awrenoe\ille Branr-h 

Lehigh <t Hudson River 

Lehigh &. New P^ngland 

Lehigh Valley 

Lewiston & Auburn ( included in Grand Trunk in N. E. mileage) 

Litohneid & Madison 

Little Kanawha 

Ix>ng Fork 



Mileage. 



Class I. 



570 

172 

1,003 

8,258 



308 

920 

1,918 

424 



Classed 
and II 



350 



887 
232 



4,782 

1,160 

177 



738 



855 



900 



Long Island 

Lorain & West Virginia (mileage included with Wheeling & Lake Erie). 

Lorain, Ashland & Southern , , 

Los Angeles & Salt Lake , 

Loui'i wia A" Arkansas , 

I^oui^iana Western (mileas?e included ^ith Southern Pacific Simset Lines. Included 
in Southom Padnc Co, contracrt). 

LouisvilJoA Nashxille .' 

Louisville A Wadley 

Loui-sviHc, Henderson & St. \a)\\U 

Mafon. Dublin &. Savannah 

Maine Central 

Mani-tiqu2 &, Lake Superior 

Marion & Southern 

Maryland, Delaware A Virginia 

Mcrnphi*, Dallas & Gulf 

Meridian & Memphis 

Michigan Air Line (mileage included with Grand Trunk Western). 

Mi«iiigan Central 

Miidletown & Humraelstown (mileage included with Philadelphia & Reading). 

Midland Valley 

Mmeral Range 

Minneapolis & St. I*ouis 

Minneapolis, St. Paul A Sault Ste. Marie 

Minnesota A International 



97 

225 

1,43H 



398 



1,168 
302 



4,997 



200 
i,2i7 



89 



1,862 

387 

101 

1,647 

4,243 



IS 
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Steam roadt in Federal operation — Continued. 
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Steam roads in Federal operation — Continued. 



Road. 



IfUene- 



I. 



Claasvl 

andm 



Rio Grande, El Paso & Santa Fe (mileage included with Atduaon, Topeka & Santa 
Fe. Included in Atchison, Topeka & Santa Fe contract). 

R lo Orande Southern 

RookiMrt, Langdon & Northern ^ 

Rosslyn connecting (included in Pennsylvania Railroad Co. contract) 

Rupert & Bloomsburg (mileage included with Philadelphia & Reading). 
Rutland 



St. Johnsbury & Lake Champlain (mileage included with Boston Si Maine). 

St. Joseph & Grand Island (mileage Included with Union Pacific. Signed separate 
contract). 

St. Louis, Brownsville & Mexioo (part of Gulf Oiast Lines System). 

St. Louis-San Francisco , 

St. Louis, San Francisco & Texas ; 

St . Louis Southwestern 

St. Louis Southwestern of Texas 

St. Louis, Troy & Eastern 

Salina Northern 

San Antonio & Aransas Pass 

San Antonio, Uvalde & Gulf 

Sandy Valley & Elkhom 

Schoharie Valle v 

Seaboard Air Line 

Seattle, Port Angeles A Western (included in Chicago, Milwaukee Sc St. Paul con- 
tract! 



415 



4,761 
134 
9G9 
816 



732 



3,563 



i- 



Sidell&Olney. 
Southern. 



Southern in Mississippi 

Southern Pacific (Pamflc Svstem) 

Southern Pacific, Sunset Lines (included in Southern Pacific Co. contract). 

Spolome , Portland & Seattle 

Staten Island Rapid Transit 

Stony Creek (mileage included with Philadelphia & Reading). 
Sullivan County (mileage included with Boston & Maine). 
Sunset. 



6,983 

278 

7,061 

2,545 

565 

34 



Susquehanna & New York 

Sussex (mileage included with Delaware, Lackawanna & Western). 

Sylvania Central (included in Central of Georgia contract) 

Taooma Eastern (included in Chicago, Milwaukee & St. Paul contract) 

Tallulah Falls 

Tamaqua, Haielton & Northern (mileage included with Philadelphia & Reading). 

Tennessee Central 

Texarkana & Fort Smith (mileage included in Kansas City Southern). 
Texas St New Orleans (milea>ge included with Southern Pacific Sunset Lines. In 
eluded In Southern Pacific Co. contract). 

Texas & Pacific 

Texas Midland 

Toledo & Ohio Central (included in New York Central contract) 

Toledo, Peoria & Western 

Toledo, St. LouiS4& Western 

Toledo, Saginaw St Muskegon (mileage included with Grand Trunk Western). | 

Trinity &Braios Valley i 

Tug River St Kentucky (included In Norfolk St Western contnMSt). 

Ulster & Delaware 

Union Pacific 

Vermont Valley (mileage included with Boston St Maine). 

Vicksburc, Shroveport 6t Pacific 

Virginia-Carolina (Included in Norfolk & Western contract) 

Virginian 



3»4 I 



1,047 



436 
M8 
454 

369 

129 
3,873 

171 



Wabash 

Wadley Southern 'included in Central of Georgia contract) 

Washington St Vandemere (included in Atlantic Coast Line oootract) 

Washington Southern (mileage Included with Richmond, Fredericksburgh St 
Potomac. Signed separate contract). 

Watertown^ Sioux Falls (included in Great Northern contract) 

Waupaca-Green Bay 

Weatherford, Mineral Wells ^ Northwestern 

West Jersey & Seashore 

West Side Belt : 

Western Maryland 

Western of Alabama 

Western Paolfio 

Wheeling di Lake Erie 

WiehitaFaUs & Northwestern 

Wichita Valley (included in Colorado A Southern contract) 

WUkes-Barre St Eastern (mileage included with New York, Susquehanna St Western). 
Williamson St Pond Creek (included In Norfolk St Weetam contract) 
Williams VaUey (mUaaga included with Philadelphia St Reading). 
Wlnston-Salem Southbound 



519 
2,519 



850 



708 

133 

1,011 

647 
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R<Md. 



Qa^I. 



daaseal 
and m. 



iToIf River Valley (mileage included with Ohioogo 4k North Weatem. Included In 
Chicago &, North Weetem oontraet.) 

^ood River Branch 

^rightsvllle & Tennllle 

iTyoming & Northwestern (Included In Chicago & North Western contract) 

adkin 



6 

108 

176 

63 



azoo & Mississippi Vallev 

ork Harbor it Beach (mUeage included with Boston & Maine), 
mesville &. Western (included in New York Central contract) . . 



1,382 



lao 



Total. 



231,691 



8,308 



SWITCHING AND TERMINAL COMPANIES. 



Akron & Barberton Belt. 
Akron Union Passenger Depot. 
Albany Passenger Terminal 
Alton & Southern. 

Arkansas & Memphis Bridge & Terminal. 
Ashland Coal & Iron. 
Atchison Union Depot. 
Atlanta Terminal. 
Augusta & Summerville. 
Augusta Union Station. 
Baltimore & Ohio Chicago Terminal. 
Barre & Chelsea. 
Beaumont Wharf & Terminal. 
Belington & Northern. 
Belt of Chicago. 

Birmingham Belt. (Separate identity maintained for accounting purposes 
>uly. Operated by St L.-S. F.) 
Birmingham Terminal. 
Boston Terminal. 

Brooklyn Eastern District Terminal. 
Buffalo Creek. 
Calumet Western. 
Central Transfer & Storage. 
Central Union Depot of Cincinnati. 
Charleston Terminal. 
Charleston Union Station. 
Chattanooga Station. 
Chicago & Western Indiana. 
Chicago Heights Terminal Transfer. 
Chicago Junction. 
Chicago-Kalamazoo Terminal. 
Chicago River & Indiana. 
Chicago Union Station. 
Columbia Union Station. 
Connecting Terminal., 
Dallas Terminal & Union Depot. 
Davenport, Rock Island & Northwestern. 
Dayton Union. 
Denver Union Terminal. 
Des Moines Union. 
Detroit Terminal. 

Duluth & Superior Bridge (included In Great Northern contract). 
Duluth Terminal (included in Great Northern contract). 
Duluth Union Depot & Transfer. 
Dunleith & Dubuque Bridge. 
Durham Union Station. 
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East St. Louis Connecting. 
Eddystone & Delaware River. 
El Paso Union Passenger Depot. 

Erie Terminals. (Separate identity maintained for accounting purpose 
only. Operated by N. Y. S. & W.) 
Fort Street Union Depot. 
Fort Worth Belt. 
Galveston Wharf. 
Goldsboro Union Station. 

Great Northern Terminal (included in Great Northern contract).. 
Gulf Terminal. 
Hamilton Belt. 
Hannibal Union Depot. 
Houston Belt & Terminal. 
Illinois Terminal. 
Indiana Harbor Belt. 
Indianapolis Union. 
Iowa Transfer. 
Jacksonville Terminal. 
Joliet Union Depot. 
Joplin Union Depot. 

Kansas City, Shreveport & Gulf Terminal. 
Kansas City Terminal. 
Kentucky & Indiana Terminal. 
Keokuk Union Depot. 
Lake Erie & Eastern. 

Lake Superior Terminal & Transfer of the State of Wisconsin. 
Leavenworth Depot. 
Leavenworth Terminal & Bridge. 
Lexington Union Station. 
Louisville & JeffersonviUe Bridge. 
Louisville Bridge & Terminal. 
Macon Terminal. 

Manufacturers. (Toledo, Ohio. Included in Pennsylvania Co. contract.) 
Memphis Union Station. 
Meridian Terminal. 

Milwaukee Terminal (included in C. M. & St. P. contract). 
Minneapolis Belt (included in Great Northern contract). 
Minneapolis Eastern. 

Minneapolis Western (Included in Great Northern contract). 
Minnesota Transfer. 
Missouri & Illinois Bridge & Belt. 

Missouri Valley & Blair Bridge (included in C. & N. W. contract).. 
Muncie Belt (included in C. C. C. & St. L. contract). 
Natchez & Southern. 
New Orleans Terminal. 
New York Connecting. 
Norfolk & Portsmou&. 
Norfolk Terminal. 

Northern Pacific Terminal of Oregon. 
Northwestern Terminal. 
Ogden Union Railway & Depot. 
Oklahoma Belt. 

Pennsylvania Bridge & Terminal. 
Peoria & Pekin Union. 
Peoria Railway TerminaL 
Philadelphia Belt. 
Port Huron Southern. 
Portland Terminal. 
Pueblo Union Depot & Railroad. 
Railway Transfer of Minneapolis. 
Richmond Terminal. 
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Roc'k Island-Frisco Terminal. 
St. Johns River Terminal. 
St. Josepli Terminal. 
St. Joseph Union Depot. 
St. Louis Merchants* Bridge Terminal. 
St. Louis National Stockyards (railroad department). 
St. Louis Transfer. 
St. Paul Bridge &, Terminal. 
Sr. Paul Union Depot. 
Ste. Marie Union Depot. 
Salt Lalte City Union Dep(»t & Railroad. 
Savannah Union Station. 
Savannah River Terminal. 
Sliarpsville. 

Shreveport Bridge & Terminal. 
Sioux City Bridge. 
Sioux City Terminal. 
Southern Illinois & Missouri Bridge. 
Southern Pacific Terminal. 
Tampa Union Station. 

Terminal Railroad Association of St. lx)uis. 
Toledo Terminal.' 
Trans-Mississippi Terminal. 
Troy Union. 

I'nion Depot of Columbus. 
Tnion Freight. 

Union Railroad of Baltimore (included in Pennsylvania Railroad Co. coiv 
tract). 
Union Railway (Memphis, Tenn.). 
Union Terminal (Dallas, Tex.). 
Valley Terminal. 

Van Buren Bridge (included in Bangor and Aroostook contract). 
Washington TerminaL 

Wheeling Terminal (included in Pennsylvania Co. contract). 
Wichita Union Terminal. 
Wiggins Ferry. 
Wilkes-Barre Connecting. 
Winona Bridge. 

Woodstock & Blockton (separate identity maintained for accounting pur- 
poses). 

Elect He lines. 
Carriers : Mileage. 

Des Moines AVestem li 

Fort Dodge, Des Moines & Southern 121 

Hudson & Manhattan 17 

Oregon Electric 154 

Piedmont & Northern . 128 

Tidewater Southern 33 

Waterloo, Cedar Falls & Northern 140 

Total 594i 

Following list of steamship lines, ferry lines, and water carriers shou'd be 
<uhstltuted for the one included in Division of Operation statement of railroads 
mder Federal control : 

STEAMSHIP LINES. 

Baltimore Steam Packet Line. 

Central Vermont Transportation Line (included In Central Vermont contract). 
Champlaln Transportation Co. 
Chesapeake Steamship Line. 

(Coastwise steamship lines : Ocean Steamship Line, one of coastwise steani.»<hlp 
Ines; Old Dominion Steamship Line, one of coastwise steamship lines; Virginia 
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Navigation Line, subsidiary of Old Dominion Steamship Line ; Southern Pacific 
Steamship Line, one of coastwise steamship lines. 

Direct Navigation Co. 

Lake George Steamboat Co. 

Lehigh Valley Transportation Line. 

New England steamship lines : New Bedford, Martha's Vineyard & Nantucket 
Steamboat Line, included New England Steamship Line contract; Hartford k 
New York Transportation Line, included in New England Steamship Line 
contract. 

San Francisco & Portland Steamship Lines. 

FEBRY LINES AND WATER CARRIERS. 

Grand Trunk Milwaukee Car Ferry (pjirt of Grand Trunk Western System). 

Louisiana & Mississippi Railroad Transfer. 

Mackinac Transportation Line. 

Marquette & Bessemer Dock & Navigation Co. 

Natchez & IjOiiIsiana Raih'oad Transfer. 

Philadelphia & Camden Ferry. 

Port Arthur Canal & Dock Co. 

CANALS AND INLAND WATERWAYS. 

Cape Cod. 

Mississippi — Warior River. 
New .Jersey — New York. 
New York Barge. 

PULLMAN CAR LINES. 

I*ullnuin Co. 

ROADS WHICH HAVE APPLIED FOR COOPERATIVE CONTRACTS. 
[Asterisic (*) indicates contract executed.] 

Aberdeen & Rockfish, Aberdeen, N. i\ 
♦Akron, Canton & Youngatown, Akron, Ohio. 
Alabama & Mississippi, Vinegar Bend, Ala. 
♦Alabama Central Railroad, Jasper, Ala. 
Alabama Central Railway, Montgomery, Ala. 
♦Alabama, Florida & Gulf, Dothan, Fla. 
♦Alabama & Northwestern, Pine Hill, Ala. 
Alabama, Tennesse & Northern, Mobile, Ala. 
♦Arcade & Attica, Arcade, N. Y. 
Artesian Belt, San Antonio, Tex. 
Atlanta & St. Andrews, Panama City, Fla. 
♦Atlantic Northern, Atlantic, Iowa. 
♦Augusta Northern, Marion, 8. C. 
Augusta Railroad, Augusta. Ark. 
♦Bartlett Western, Bartlett, Tex. 
Batesvllle & Southwestern, Memphis. Tenn. 
Beaver, Meade & Englewood, Oklahoma City, Okla, 
♦Birmingham & Southeastern, Union Springs, Ala. 
Bonlee & Western, Bonlee, N. C. 
♦Bowden, Bow^den, Ga. 

Boyne City, Gaylord & Alpena, Boyne City, Mich. 
California Southern, Los Angeles, Calif. 
Cambria & Indiana, Philadelphia, Pa. 
Carolina & Yadkin River, High Point, N. C. 
Carrollton & Worthville, Carrollton, Ky. 
Central Railway Co. of Arkansas, Plainview, Ark. 
Charles City Western, Charles City, Iowa. 
Charlotte Harbor & Northern, Arcadia, Fla. 
♦Cheat Haven & Bruceton, Pittsburgh, Pa. 
♦Chesapeake Western, Harrisonburg, Va. 
Clinton & Oklahoma Western, Wichita Falls, Tex. 
♦Coudersport & Port Allegheny, Coudersport, Pa. 
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^Cumberland & Manchester, Harbours vl lie, Ky. 

T>e Kalb & Western, Electric Mills, Miss. 

♦Delaware & Northern, MargaretvIUe, N. Y. 
DeQueen & Eastern, Kansas City, Mo. 

Dover & Eastbound, Dover, N. C. 

Durham & South Carolina, Lynchburg, Va. 
♦East Carolina, Tarboro, N. C. 

East Jersey Railroad & Terminal, New York City. 
♦East Jordan & Southern, East Jordan, Mich. 

Electric Short Line, Minneapolis, Minn. 

Elkin & AUegheny, Elkln, N. C. 

♦Erie & Michigan Railway & Navigation, Chicago, III. 

Pernwood & Gulf ,. Fernwood, Miss. 

Flint River & Northeastern, Moultrie, Ga. 

Florida. Alabama & Gulf, Falco, Ala. 

Frankfort & Cincinnati, Frankfort, Ky. 

•Gainesville & Northwestern, Gainesville, Ga. 

Garyville Northern, Garyville, La. 

••Georgia Northern, Moultrie, Ga. 

♦Glenmora & Western, McNary, La. 

Grasse River Railroad, Conifer, N. Y. 

♦Green County (of Georgia), Monroe, Ga. 

<TOuld Southwestern, Star City, Ark. 

♦Interstate (special basis). Big Stone Gap, Va. 

Inter-Urban. Des Moines, Iowa. 

Iowa Southern Utilities, Centerville, Iowa. 

♦Ironton Railroad, Easton, Pa. 

Jackson & Eastern, Meridian, Miss. 

Jefferson & Northwestern, Jefferson, Tex. 

Jonesboro. Lake City & Eastern, Jonesboro, Ark. 

.Joplln & Pittsburg, Kansas City, Mo. 

♦Kalamazoo, Lake Shore & Chicago. Kalamazoo, Mich. 

Kentucky & Tennessee, Chicago, 111. 

Kentucky Midland, Central City, Ky. 

Kentwood & Eastern, "Kent wood, La. 

Kentwood, Greensburg & Southwestern, Kentwood, La. 

♦Kosciusko & Southeastern, Kosciusko, Miss. 

♦La Crosse & Southeastern, Minneapolis, Minn. 

Lake Zurich & Wauconda, Palatine, 111. 

Lancaster & Chester, Lancaster, S. C. 

La Salle & Bureau County, La Salle, 111. 

♦Little River, Tennsland, Tenn. 

Live Oak, Perry & Gulf. Live Oak, Fla. 

Loranger, Louisiana & Northern, Hammond, La. 

Louisville, New Albany & Corydon, Louisville, Ky. 

Manchester & Oneida, Manchester, Iowa. 

McOloud River Railroad. San Francisco, Cal. 

♦Marion & Eastern, Marion, 111. 

♦Mariana & Blountstown, Mariana, Fla. 

♦Maryland & Pennsylvania. Baltimore. Md. 
Mason City & C:Jlear Lake, Mason City, Iowa. 
MaxtoD, Alma & Southbound, Alma, N. C. 
Miami. Mineral Belt, Miami, Okla. 
Midland & Northwestern, Midland, Tex. 
♦Midland Railway ((Georgia), Savannah, Ga. 
Minneapolis. Red Lake & Manitoba, Benidji, Minn. 
Minnesota. Dakota & Western, International Falls, Minn. 
Mississippi River & Bonne Terre, New York. 
Missouri Southern, Sleeper, Mo. 
♦Montana, Wyoming & Southern, New York City. 
♦Morehead & North Fork, Clearfield, Ky. 
Mount Jewett, Kinzua & Riterville, Kushequa, Pa. 
Muscatine, Burlington & Southern, Muscatine, Iowa. 
Natchez, Columbia & Mobile, Norfleld, Miss. 
♦Nevada Copper Belt, Salt Lake City, Utah. 
♦New Jersey, Indiana & Illinois, New York City. 
♦New Orleans, Natalbany & Nntchez, Natalbany, La. 



42 APPROPRIATION FOR CONTROL OF TRANSPORTATION SYSTEMS. 

Northwestern Railroad of South Carolina, Sumter, S. C. 

Okmulgee Northern, Okmulgee, Okla. 

*Oneida & Western, Oneida. Tenn. 

♦Paris & Mount Pleasant, Paris. Tex. 

*Pecos Valley Southern, Pecos, Tex. 

Pelham & Havana, Cairo, Ga. 

Pickens Railroad, Pickens, S. C. 

♦Pittsburgh & Susquehanna, Phllipsburg, Pa. 

♦Pittsburgh. Lisbon & Western, Lisbon, Ohio. 

Prescott & Northwestern, Prescott, Ark. 

♦Preston Railroad, Pittsburgh. Pa. 

♦Randolph & Cumberland, Carthage, N. C. 

Rapid Railroad, Detroit. Mich. 

♦Rockingham Railroad, Rockingham, N. C. 

♦Rock Island Southern (Electric), Rock Island, 111. 

♦Rome & Northern, Rome. Ga. 

Roscoe. Snyder & Pacific. Abilene, Tex. 

St. Louis, Elreno & Western, Fort Smith, Ark. 

♦St. Louis, Kennett & Southeastern, Kennett, Mo. 

Santa Maria Valley, Los Angeles, Calif. 

Savannah & Atlanta. New York City. 

Shearwood Railroad. Brooklet, Ga. 

♦South Georgia, Quitman, Ga. 

♦South Manchester, South Manchester, Conn. 

Stanley, Merrill & Phillips, Stanley, Wis. 

Sugar Land Railroad, Sugar Land, Tex. 

♦Tennessee Railroad, Oneida, Tenn. 

Tennessee, Alabama & Georgia, Chattanooga, Tenn. 

Texas, Oklahoma & Eastern, Kansas City, Mo. 

Texas Southeastern, Diboll, Tex. 

Texas State, Palestine, Tex. 

Tonopah & Goldfleld, Philadelphia, Pfi. 

Union & Glenn Springs, Union, S. C. 

♦Ursina & North Fork, Humbert, Pa. 

♦Valdosta, Moultrie & Western, Valdosta, Ga. 

Virginia & Truckee, Carson City, Nev. 

♦Virginia Blue Ridge, Washington, D. C. 

Wabash, Chester & Western, Chester. 111. 

Warren & Ouachitz Valley, Warren. Ark. 

Washington & Choctaw, Yellow Pine, Ala. 

♦Waycross & Southern, Philadelphia, Pa. 

♦Western Allegheny, Pittsburgh, Pa. 

West Virginia Northern, Philadelphia, Pa. 

♦White River Railroad (Vermont). Rochester, Vt. 

♦Wildwood & Delaware Bay Short Line, Wildwood, N. J. 

♦Williamsport & North Branch, Hughesville, Pa. 

Wilmington, Brunswick & Southern, Southport, N. C. 

W^infield Railroad, Pittsburgh, Pa. 

(List is as of May 23, 1919.) 

I could very quickly supply the standard return and also any modi 
fication that may have been made in that standard return in fixinj 
their compensation, if any modification has been made. It woul^ 
probably take a little time to compile the other information you hnv 
asked for, but that can be done, and we will be very glad to do ii 
(See Appendix.) 

In that connection let me call attention to this technical situation 
We draw a distinction between railroads which are under Fedeni 
operation and railroads which are under Federal control. There an 
quite a number of these smaller railroads which we did not believe tin 
interest of the Government required be taken over for direct oj^eia 
tion, and yet it seemed desirable to have those railroads in a position 
where direct operation could be assumed, if need be, and where ^i 
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would have a measure of control, if conditions arose to make it appro- 
priate. In order to cover that situation we have fnade with quite a 
number of the small railroads what is known as a cooperative con- 
tract, under which they are technically in Federal control, subject 
to the orders of the director general, but they are not directly operated 
at the risk of the Government. Those roads are under Federal con- 
trol, and yet are not under Federal operation at the moment. So that 
the information I have at the moment is the roads that are in Federal 
operation and in addition to that I have a list of the roads which have 
applied for this cooperative contract and on this list there are indi- 
cated the roads with which such contracts have already been executed, 
those two classes — those under Federal control but not operated, and 
those under Federal control and completely operated. 

The Chairman. In making up the list I wish you would make two 
lists, one showing the same facts that I have indicated wdth regard 
to the roads that are both under Federal control and operation and 
also to the roads simply under Federal control, where you do not 
operate them. 

Mr. HiNES. Yes, sir. I may say that it is possible that, as to some 
of the smaller roads, there is not available all of the information you 
have called for, but we will get it as far as it is available. (Note. — 
The data other than that shown in foregoing tables were not avail- 
able.) You have asked for the operating revenues and operating^ 
expenses of these roads. I want to ask for what period you have in 
mind? 

The Chairman, For the year 1918. 
Mr. HiNES. That is, under Federal control ? 
The Chairman. Yes, sir. 

Mr. HiNES. The statement referred to, so far as the information is 
available at this time, being for Class I railroads only, which rep- 
resent about 98 per cent of the revenues of all railroads in Federal 
control, is as follows : 

Class I roads in Federal operation — Revenues and expenses calendar pear 1918^ 



Railroad. 



Eastern Region. 



NEW ENGLAND DISTRICT. 



3anRor A Aroostook , 

loston & Albany , 

loston & Maine 

entral New England 

entral Vermont 

[aine Central 

Few York, New Haven & Hartford, 
utland 



Total New England district. 



CENTRAL DISTRICT. 



nn Arbor 

ufTalo, Rochester & Pittsburgh... 

ela-v^are di Hudson 

elaware, Lackawanna & Western. 

etroit & llackinac 

etroit & Toledo Shore Line 

rie (including Chicago & Erie) 

rand Trunk western Lines 

sliigfa dc Hudson River 



Operating 

revenues', 

1918. 



$4,863,223 

25,552,080 

72,141.690 

6,063,156 

5,188,837 

16,415,178 

102,294,212 

4,540,589 



237,058,974 



3,585,908 
18,479,659 
34,789,864 
68,960,208 

1,557,034 

1,999,025 
wi, two, an 
19,376,032 

2,476,851 



Operating 

aeoae 

[918. 



S4, 239, 517 

21,765,857 

66,404,111 

5,396,353 

5,588,538 

16,029,746 

87,746,523 

4,387,181 



211,557,826 



8,195,42^ 
17,577,208 
31,353,784 
50,246,788 

1,488,458 

1,097,306 
97,404,896 
17,240,051 

1,953,119 
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73,730,797 
81, 094, 034 
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<yla88 1 roads in Federal operation — Revenues and expenses calendar year 1918- 

Gontinued. 



Railroad. 



SOUTHWESTEBN REOiON--Contiiiued. 

Midland VaUey 

Ifissouri & North Arkansas 

Missouri, Kansas & Texas 

Missouri, Kansas & Texas of Texas 

Missouri Pacific 

San Antonio & Aransa? i'ass 

.St. Louis-San Francisco 

St. Louis-San Francisco & Texas 

St. Louis Southwestern 

St. Louis Southwestern of Texas 

Sunset Lines 

Texas & Pacific 

Vlck.<?bur^, Slirevcport & Pacific 

Wichita Falls & Northwestern 

Wichita Valley 

Total, southwestern region / 

Grand to^al, all regions 



Operating 

revenues, 

1918. 



$3,501,780 

1,404,131 

33,230,335 

19,840,331 

89, f 12, 397 

4,370,334 

69, 812, (304 

1,366,345 

13,035,152 

6.553,608 

42,289,543 

27,294,833 

2,689,104 

1,0^8,167 

840,394 



Operating 

e3q>enses, 

1918. 



12,622.29 

l,12r),77 

27,146.:U 

18, 693. W 

73,231,7S 

4,410,32 

55, 2.51 , 97 

l,179,Jl 

8, *«0.7S 

6, *M9. ^: 

29, 3^.2. 47 

21.900.:n 

2,223.1^ 

1,3V».M 



403,057,512 



4,842,695,884 



323.24().f»'J 



3,939,31:,. 1/ 



Mr. HiNES. Outstanding stocks and bonds, I understand, we will 
have to give you as of December 31, 1917; that is the last date. 

The Chairman. That will be approximately correct? 

Mr. Hikes. I take it there have been comparatively few changes 
since then. 

The Chairman. The roads both under Federal control and opera- 
tion are the roads where all t!he physical property belonging to the 
railroad companies was taken over and the Railroad Administration 
has assumed full control of the operation of the properties ? 

Mr. HiNES. Yes, sir; that is true as to all the physical railroad 
property belonging to the companies that we have taken over. 

The Chairman. You only took over the properties used in some 
way or other in the operation of the roads themselves?* 

Mr. HiNES. Generally speaking, that is true. There may have bwn 
exceptions, but not many. The general theory was that we took 
over the railroad property of the railroad companies and the con- 
necting ferries and things of that sort ; you might say, the transpor- 
tation properties of the railroad companies. 

The Chairman. And in taking them over and operating them you 
employ the labor, you make the improvements and betterments, and 
buy all necessary supplies, and have fixed the rates, fares, and charges 
during tlie time you have operated them ? I 

Mr. HiNES. Yes. Of course, the labor is employed by the local 
operating officials. 

The Chairman. The local operating officials, of course, are a part 
of your organization ? 

Mr. HiNES. They are representatives of the Bailroad Administra 
tion; yes." 

The Chairman. I do not believe I got very clearly just wha^ 
you were doing in that respect with regard to those roads wheiii 
you exercise some control, but where you are not responsible for tli6 
operation. 

Mr. HiNEs. As to those roads, we have simply reserved the right to 
€xercise control, and we are not actually exercising it, except pos 
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;ibly giving some specific direction about car movement or something 
>f that sort, which is rare. It is more a reservation of the right to 
control if necessity should arise, so that they are under the technical 
control in that sense. 

The Chairman. Is any part of the money that you are asking to be 
ippropriated to be used in any way to finance those roads that are 
lot under both Federal control and operation ? 

Mr. HiNES. No; that has not been contemplated. Our view of 
that situation is that since the war has ended we ought not to under- 
ake to make any improvements except those that the corporations 
;hemselves will finance, except in cases where the improvement is 
ictually necessary for Federal operation ; and, of course, those rail- 
roads which are not being federally operated would not come in that 
:1a ss. 

The Chairman. Mr. Hines, have you a statement of the class 1 
ailroads and large terminals showing the operating revenue and 
operating expenses for the year 1918, and the average for the test 
)eriod, giving, in general, the operating expenses, etc., of the roads ? 

Mr. Hines. Yes ; I have such a statement here. 

The Chairman. Have you also a statement showing the same infor- 
nation as to the average for the test period and also the actual result 
or 1919? 

Mr. Hines. I have such a statement for the three months ending 
March 31, 1919, but the accounts for the month of April have not 
)een completed to the point where we can get a correspondingly 
precise statement. 

The Chairman. I will ask you, then, at this point to put into the 
record the statement with regard to 1918, showing the comparison 
vith the average for the three-year test period. 

Mr. Hines. Yes. 

'ffxratiuf/ revenues and operating ej-penses of Class I railroads and large ter- 
minal companies, as reported bg Interstate Commerce Commission. 

COMPARISON BETWEEN 1918 AND ANNUAL AVERAGE OF THE TEST PERIOD. 



Operating revenues 

Operating expenses: 

Maintenance of way and structures 

Maintenance of equipment 

Traffic 

Transportation 

Miscellaneous operations 

( ieneral 

Transportation for investment— Cr. 

Total operating expenses 

' ailroad administration expenses 

fet operating revenues 

axes 

nc^llectible railway revenue 

Railway operating income 

'Cjuipment and joint facility rents— Dr 

fet operating Income 

tandard return 

urplus for the year , 




Class I railroads and large ter- 
minal companies. 



65:3, SOS, 469 

1,10S, 050.396 

4S, 702, 0.51 

2,051, 103, V50 

39, 107, 149 

112,04S,96o 

6,056,118 



3,617,143 

90l>, 777, 6)9 

lS6,6o2,0?5 

613,206 

713,512,398 

28, 740, 762 

6>-6.771,636 

905,035,136 

1218,263,500 



4a3,.')01,408 

563,978,613 

61,430,681 

1,149,195,319 

26, 449, 855 

81,647,304 

7, 270, 872 



4,006,894,762 • 2,278,932,308 



1,092,728,074 
149, 550, 608 
746,232 
942,431,234 
37, 336, a 8 
905,035,136 
905,035,136 



1 Deflcit. 
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The Chairman. I see by this statement that your operating reveni 
for 1918 was $4,913,319,604, whereas for the test period it wi 
$3,371,660,382, or an increase in operating revenue for 1918 over tt 
average of the test period of approximately $1,650,000,000. Ho 
was that increase brought about? Was it through an increase i 
rates or an increase in traffic, or both ? 

Mr. HiNES. Mr. Chairman, there are so many factors wliich migl 
plav a part in that that it would be impossible to enumerate thee 
and unwise to undertake to do so. I know there are certain impo 
tant elements which play a part. For example, there was this a 
proximately 25 per cent increase in revenues during the last 
months of 1918, which had no part in the test period. That woul 
account for a part of this increase but by no means all of it. 

The Chairman. How much would that account for? 

Mr. Hikes. On the same business that was done in the test perio 
it would roughly account for something over 12^ per cent of tli 
average revenue, because we had something over six months c 
operation with increased rates, and this would be the best six niontl 
in the year. My impression is — and I would have to verify thi 
by a further analysis — that there was a very substantial increase i 
the volume of business in the year 1918, as compared with the averag 
for the test period. 

Of course, in addition to that there were some increases in rate 
which had taken place after the beginning of the test period, whic 
would figure only partially in the average for that period and woul 
figure for all of the year 1918. Apart from that there is always 
modification or a change made in these figures on account of th 
change in the character of the traffic; that is, if you had the sam 
number of ton-miles of traffic one year as another year, in one yea 
you might be handling a business which produced a great deal mor 
revenue, due to the change in the quality of the traffic or the change ii 
its being long-haul or short-haul traflac. Now, all of those factor 
would tend to play part. 

The increase in operating revenue of 1918 over the average for the 
test period is roughly $1,600,000,000. Four hundred and twenty-on 
million dollars would represent 12^ per cent of the amount of averag 
operating revenues for the test period. The amount of the increa 
in 1918 due to the increase in rates would be considerably in exce 
of that $421,000,000, because the last six months of the year is muc 
the better half of the year; but just how much that is I have not ii 
mind the figure at present. I could have an analysis made whiq 
would give a suggestion on that, but I could not do that oflFhand. 

Even after allowing for that fact, it is apparent that a very su 
stantial increase in operating revenues remains to be accounted fo 
in other ways, either through other increases in rates — ^and there we 
some of considerable importance — or through increases in the volurai 
of business, or through a change in the character of the business, an 
it would require a pretty careful analysis to try to work that out. 
will be glad to have that looked into. 

The Chairman. What do you mean by a change in the character o 
business that would bring about an increase in the revenue? 

Mr. Hikes. Well, I mean that for one year, for example, all sort 
of situations arise which affect the revenues without affecting corre 
spondingly the ton-mile. For example, in a given year there might h 
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niTV largemovement of exporttrnfiicof a certain kind — for instance, 
ilifat, or other traffic — paying in that year a low export rat«, which 
nmld make a very large number of ton-miles and yet a relatively low 
«ienne. Another year, on account of different conditions, that wheat 
Li^lit move for domestic consumption perhaps many less ton-miles- 
);ii make a good deal more money. Those conditions shift from 
I'ar to year and need always to be borne in mind, although the situa- 
i"ii is so big that it is impossible to locate all those things and know 
iiH how far they do have a bearing. What I would like to do would 
If ti' have this analyzed and such a test made as is practicable of the 
:i.lunic <if business actually moving and sec how far the volume of 
HKJiiess by itself accounts lor this situation. Of course, we have the 
i;i-.>nger business and the freight business separate, and each has an 
iii]i(irtant bearing on that situation. 
Tlio Chairman, You have the records so that you can advise us 
titli regard to the ton-miles of freight moved for the average of 
li'' test period and you have the same information with regard to- 

Mr. HiNEs. We have this situation, Mr. Chairman. I think in the- 
:wi- li'Iti the Interstate Commerce Commission chan{re<l its fiscal 
rem- fi-oin the year ending June 30, to the year ending December 31. 
rill' i-eMilt of that change was that the accounts of the carriers for 
111' year 1917 were made on the calendar year basis and their ton 
h\U-< were furnished on that basis, and all the information called for 
i> tlie commission. Now when the test period was adopted the Com- 
i.i"Lon called for a supplemental report of the information for the 
'I'lir ended June 30, 1917, but only for such information as it reghirded 
1- ni'.i-sary to enable it to deal with matters under the Federal con- 
I'll act. and it did not call for the ton-miles, so we have not got the 
'■ii-iiiiles for the year June 30, 1917. We have got them for the 
-.ili'ndiir year. 

Tlie ('hairmam. What we would want wonld be the calendar year. 

Mr. HiSEs. But the calendar year iw not included in the test period. 

The CiiAinMAN. And those figures have not been gone over in 
■■r'tcr to make a comparison for the calendar year with regard to 
ill' rtiovpiiient of freight? 

Mr. HiNEs. I have not gone over them for that purpose and I 
*|''i!it if anybody in our administration has, Mr. Chairman, but we 
"ill lie glad to do so, 

Tlie Chairman. The reason I am asking the question is I have 
Jin (lie statement that for the year 1918 the freight movement in 
'iii-riiiles in the Ignited Staes was 14 per cent gi-eater than the aver- 
tifi' (lining the test period. If that statement is reliable, there should 
«■ figures in the Interstate Commerce Commission verifying that 
fa't.lH'cause they would not be available anywhere else. 

Mr. HiNEs. Mr. Chairman, I believe my information just now was 
nnjrrect, that we could, not get the figures for the year ending June 
h I1I17. Apparently, we have got those net ton-iniles by months; 
irni if so. it would be very easy to pick out the 12 months ending with 
Iiirip. 1917. giving you that figure. I may say I have before me 
'"ie !i statement with reference to the class I railroads which shows 
liut the ton-miles for the calendar vear 1917 were 4:^7,000.000,000, 
in I for the calendar year 1918, 134,600,000,000. Xow, I believe we 
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et a figure from the reports of the Interstate Commerce Com 
m which will give just what you want, and I will be glad to liui 
ooked up. 

! Chairman. I believe there should be that information 
3ecnuse I have before me a statement that for the test iwrioil 
to 1917, inclusive, the movement of freight in ton-miles 
10,000,000, and for 1918, in round figures, it was 435,000,000.00'. 

HjNEs. Yes. 
I Chairman, If that information be available, I wish you woiil 

in the record at this point, so that the committee nuiy have 
e of the movement of freight as to the average of each month h 
it period and the movement of freight for 1918, and also an udiii 

statement showing the movement of freight so far as you hav 
the first four months of this year in ton-miles. 

HiNES. Yes; I will be very glad to do that. 

Chairman. If you will furnish the committee the analv; 
iferred to, it will enable us to see the source from which this in 

was derived and would be helpful. 

HiNES. Yes; I will be glad to do that. 

Increases in Passenoer Rates. 

Chairman. In a broad wa^, what increases have you made ii 
iger fares? 

HiNEs. The general rate increase which was put into effect li 
1918, made the passenger rate 3 cents per mile throughout tit 
i States where tneretofore it had been 3 cents per mile or le* 
ssult of that was to increase the fare 50 per cent if the rate hm 

cents a mile theretofore, or correspondingly less if it had bffi 

and to make no increase in the fare where it was 3 cents : 
r more. Our figures indicate that that has worked out an a> 
crease of practically 25 per cent on the passenger revenues 
le throughout the country. It comes out almost exactly iIk' 
ts the average increase in the freight rates for the country us 

Chairman. And what would that amount to for the caleiirf; 

HiNEs. My recollection is that that pasgengei' rate incifiir" 
into effect on the 10th of June, 1918, and the freight incrpy: 
i 25th of June. I will supply that figure for the record. 

. — Mr. HInes later Inserted a Btateuipnt to the effect that tlif iiHTcn* 
(tr revenue fniui tlie inctvaBeii rxtes iiinde effective h,v (leneriil Uni 
it WOE estimated n|ip:-oximflted $101,8^8,000 for the calendar year IW 

XTRA Charge for Phivileoe of Riding in Pullman Cars. 

I Chairman. You also put into effect a provision charging one 
f 1 cent per mile for the privilege of riding in Pullman cur?' 
Hikes. Yes. 
I Chairman. How long was that in effect? 
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Mr. Hikes. I forget the exact date that was taken out, but it was 
some time about January 1, 1919. I think the decision to take it out 
was reached in the latter part of November or some time in Decem- 
ber, 1918. 

The Chairman. Did you state when it was put into effect? 

Mr. HiNEs. It was put into effect on June 10, 1918, with the in- 
crease in the passenger rate. 

The Chair3ian. So it remained in effect approximately six months ? 

Mr. HiNEs. Yes. 

The Chairman. What did that vield? 

Mr. HiNEs. I have here, Mr. Chairman, an estimate which has 
been furnished by our division of traffic that the half cent per mile 
Tidditional in Pullman cars produced $26,000,000 during the year 
1918 ; that is, from June 10 to the end of the year. 

The Chairman. That was on the basis of about $50,000,000 a year? 

Mr. HiNES. Yes; approximately that. 

The Chairman. Mr. Hines,'with the Railroad Administration run- 
ning behind at the rate of $20,000,000 a month, what was the occasion 
for cutting out $50,000,000 of annual income that was paid by people 
who could well afford to pay it and who would scarcely feel the 
burden? 

Mr. HiNEs. The then director general was of the opinion that 
with the signing of the armistice it was desirable to get away from 
any distinctly war burden. His idea was that that charge had been 
levied partly for the purpose of discouraging travel, as a war measure, 
and that, the war being over, it was advisable to take it off. They 
were the reasons, as I understand them, that actuated him in remov- 
ing that charge. 

He regarded it as peculiarly a war measure, partly for the pur- 
pose of discouraging travel, because during the war we were very 
shoit of passenger equipment, having to use so much of it to move 
the troops, and it was really desirable while the war was on to dis- 
courage rather than to encourage passenger travel; in fact, I believe 
nt times we made requests on the public not to travel ; and his idea was 
that that reason having disappeared, and it being distinctly a war 
measure, that that additional payment should be I'emoved. I might 
ndd that one effect of the removal has been to bring about a great 
rleal more travel in Pullman cars and to increase a good deal the 
ordinary revenue from the use of Pullman cars. They are the reasons 
IS I understand them. 

The Chairman. Of course, the whole operation of the railroads 
n this way was as a war measure? 

Mr. HiNEs. Yes. 

The Chairman. And it seems rather peculiar to me in view (^t tn<* 
xpenses of the railroad administration and the demand for increases 
n rates which has resulted in the fact that the Federal Treasury 
mist finance them for around $2,000,000,000 for the two years. Of 
ourse, the increased use of the Pullman might not altogether b© 
harged to the removal of that tax. 

Mr. HiNES. Not altogether; but I believe it is fair to say that it 
iras an element, because the imposition of the tax did tenS to dis- 
oiirage the use of the Pullmans. It was one-half a cent additional 
>er mile. 
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le Chairman. There is another item with regard to operatiim 
nue: fl'hat have you done as affecting that item with regard in 
sr increasing or decreasing freight rates on export goods 'i 
V. HiNEs. 1 asked the other day for a concise statement of thnt 
ition, and if it is agreeable to you, I will take up that siibjfa 
■. That statement is not here tliis morning. 

Average Increase in Kates. 

le Chairman. You have stated that the average increase in rates 
been 25 per cent. Is your classification of such dimensions that 
juld not pennit of being placed in the record, or can it be boilcl 
11 so that the general effect can be given in a table showing the 
?ases of rates in the various classes of freight ? 
r. Hikes. I believe I can give you a statement which will indicate 
nethods employed. I can say roughly that the general idea w a> 

that the 25 per cent increase would be applied as to traffic in 
ral, but as to certain classes of traffic, or some commodities jmr- 
ai'ly. it was more expedient and more in the interest of preservin;; 
■elative relationships to make a flat increase per ton rather than s 
entjme increase. That matter was discussed at great length hy 
traffic people, and the conclusion was reached that as to stmi'' 
nodities a flat increase of so many cents per ton would produce 
disturbance and would be a better arrangement, although as to 
ic in general the 25 per cent increase would be the preferable 
lod. I think I can supply you with a comparatively brief stati- 
t showing those commodities to which the rate pei" ton would 
y, and showing that to all the rest of the traffic the 25 per cent 
;ase would apply. In considering that, I would like you to Iwar 
lind that we were in a position w^ere it seemed important to aoi 
iiptly in regard to this matter, and to put into effect the increase 
ich a way that it could be readily applied, and, as far as possibli-. 
[| a disturbance of preexisting freight relationships. Of cours'- 
subject so vast as tnis, it was impossible to get an entirely sati?- 
)ry result, but our traffic people concluded, after considering llii 
pct in its various bearings, that if we applied the flat percentii^t 
?ase to most traffic and a flat rate per ton to others, that arran^ 
t would be best calculated to accomplish the result with the mini- 
1 of disturbance. 

le Chairman. Can you state in a general way whether or not a 
nction was made with regard to lower classes of freight, such as 

gravel, and freight of that class? 

r. Hines. Some of those classes, such as coal and gravel, I am 
ty sure, were among the commodities where a flat increased rato 
:on was applied, or, possibly, a graduated increase per ton, vary- 
vith the distance. That was true. I think, of coal, but I can givo 
a statement which will show exactly how that was. 

General Statement. 

r. Cannon. As I understand it. the average earnings of the thm 
ar years — 1915, 1916, and 1917 — constitute the basis for rentals. 
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Mr. HiNES. I might say that their average net earnings for those 
three years would be the basis for the rent. 

Mr. Cannon. Xow, there has been nothing appropriated from the 
Treasury, as I understand it, up to this time, to cover any shortage. 

Mr. HiNES. Only the $500,000,000 that was originally appropriated. 

Mr. Cannon. You have your returns up to^he l^t of April of this 
vear. 

Mr. HiNEs. Practically to the 30th of April. 

Mr. Cannon. Now, without going into all of the details, I would 
like to know how much you are short of compensating the railroads 
from the time you took over the railroads to the present time? 

Mr. HiNES. I will have to ask the Division of Finance to get that 
figure. I have not that in mind as a separate figure. I understand 
tliat up to December 31, 1918, it would require $441,000,000 to clean 
up our accounts with the railroad companies, or to pay them all that 
we ought to pay them under the contracts for their rental. 

Mr. Cannon. I am speaking of what you will owe them under the 
law. 

Mr. HiNES. Yes, sir. After deducting what we can make them 
pay without disturbing their interest and dividends, with $441,000,- 
000 we ought to be able to pay the railroad companies as of December 
.31, 1918, and clean up our 1918 accounts. Then, of course, the rail- 
road companies would owe us a good deal of money for what we did 
for them in 1918, but which they were not prepared to pay. 

Mr. Cannon. You are asking here for $1,200,000,000, and you have 
already had $500,000,000? 

Mr. HiNES. Yes, sir. 

Mr. Cannon. So that vou are asking appropriations from the 
Treasury of $1,700,000,000. 

Mr. HiNES. $1,700,000,000 in all. 

Mr. Cannon. Now, that comes from the Treasury? 

Mr. HiNES. Yes, sir. 

Mr. Cannon. That is the shortage that comes from the Treasury, 
or that is the loss. 

Mr. HiNES. I should say that only $486,000,000 of that is a loss, 
because the rest t)f it will come back as these matters are settled up. 
$4^0,000,000 represents the actual loss up to April 30, 1919, and the 
rest of it is money, that we will use temporarily but which will be 
evenhiallv returned. 

Mr. Cannon. Do vou mean to say that vou want this appropria- 
tion to cover that $486,000,000 which was lost up to April 30? 

Mr. HiNES. Yes, sir. 

Mr. Cannon. That is never to come back, and you want the Gov- 
ernment to advance $1,200,000,000 in addition to that? 

Mr. HiNES. That is practically it, if you regard the $486,000,000 
practically as a stand-off against the original $500,000,000 appro- 
priation. 

Mr. Cannon. Do you expect this $1,200,000,000 to go back into the 
Treasury? 

Mr. HiNES. Yes, sir; broadlv speaking, it will. There may be some 
bad debts. There will be about $425,000,000 that will be working 
•apital which will be liquidated and realized upon when Federal 
-ontrol ends, and there will be $775,000,000 of it that the railroads will 
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pay back for expenditures which have been made for their 
. All of that will come back, and $i80,000,000 i-epresents tlif 

Cannon. That is an estimate? 

HiNEB. It is an approximation, but it is based on actual con- 

s. Four hinidi'e«l and twenty-five million dollars is workiiifr 

1 that will come back to us, and $775,000,000 represents money 
le railroad companies will pay back, unless some of it turns out 
I bad debt. 

Cannon, You have been financiii); them, or they have had to 
V some money. You have advanced to them how much ? 
HiNES. For a good while we have not had any money to ail- 
You are thinking, perhaps, of the War Finance Corporation. 
Cannon, Well, the War Finance Corporation is a part of llie 
nment ? 

HiNEs. Yes, sir; but it is not a part of the Railroad Atlniini- 
1. I was not clear as to just what you had in mind. 
Cannon. Does that part of it go into this calculation? 
HiNEs. We did not take into consideration at all any transiic- 
which the War Finance Corporation has had. I take it thai 
we pay the railroads the $441,000,000 that we need to pay them 
er to clean up for 1918, they will be able to pay off their oblijra- 

Cannon. They will pay the money advanced by the W'&t 
ce Corporation? 

Htnes. When we pay the railroad companies the $441.0<)0.iii»i 
re owe them they will probably be able to pay back the War I 
ce Corporation all the money they have borrowed from it. 1 1 
: know how much they have borrowed, but I can probably gel 
or yon. 

Cannon. I would like to know. In other words. I would likt 
)w how much, from one cause or another, we have lost on tlii- | 
it up to April 30, 

HiNEs. $486,000,000, plus any possible bad debts that may .ie 
hereafter. 

Cannon! So that you do not regard the $1,300,000,000 nsW 
iw as a loss to the Government, but you will be reimbursed (•■' ' 

HiNEs. Yes, sir; if von regard the original $500,000,000 n«| 
r been applied to this'deficit, then the $1,200,000,000 will eoiue 
It is temporarily tied up in the business. I 

Operating Revenue. 

Chairman. There is one other question in regard to operating 
le for 1018 : The figures given in your statement here are $4.1)1^!.- 
M. and I want to inquire whether or not there are any outstum' 
^sets of the Railroad Administration for operating revenin 
i. whether that figure will be increased by additional collect ion^? 

HiNES. Mr. Chairman, the operating I'evenues are based on tht 
je accrued from the traffic of 1918, and those revenues stop witti 
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)ecember 31, 1918. It is purely on an accrued basis without any ref- 
HMice to the time it is collected, (xenerally speaking, most of the 
iviirht revenues are collected at the time the business is delivered, and 
Pine of it is prepaid. We have very marked restrictions on extend- 
n^ any credit at all, and they are permitted to do so only when 
ertain precautions are observed. Broadly speaking, we regard all 
perating revenues as a cash proposition. At any rate, there is 
otiiing to be either added to or subtracted from them. 

The C'liAiRMAX. That is a fixed amount? 

Mr. HiNES. Yes, sir; that is an ascertained amount. That is not 
iit>ject to reconstruction by those roads. 

Mr. Slemp. Was any reduction at all made in freight rates in 1918 
fter the increase of rates was made by the Director General ; and if 
u, cm what classes of freight? 

Mr. HiNES. I do not recall any at all, but I will have to verify that. 

Mr. SuEMP. My question was based on a statement I saw in a news- 
laper that sand, gravel, and road material had had a change in rates 
nnietime recently. I do not know whether it was in 1918 or not. 

Mr. HiNES. No, sir; that was quite recently made, and it was not in 
ffert at all in 1918. 

Tlie Chairman. But you did make some decrease in rates applying 
(I exported goods into the United States in 1918, did you not ? 

Mr. HiNES. I do not recall any changes in export rates then. I 
hink those you have in mind were recently made, but I will have that 
rxvked up. 

The Chairman. Your operating expenses for 1918, as given in this 
tatement, are $4,006,894,762, as compared with operating expenses 
•or the average of the test period of $2,278,932,308. I take it that 
h*^ operating expenses you have given here do not represent a fixed 
uni but that it is a sum liable to change from several causes. Is that 
orrect ? 

Mr, HiNEs. Generally speaking, I should say, practically without 
•x<e|)tion, that the operating expenses are kept on an accrued basis; 
hat is, when the service is performed or the material is supplied 
in the operation of the roads, the proper charge on account of it is 
tli^^n made into the operating expenses, whether it is paid then or 
later. There might be some minor overlapping at the beginning of a 
I'tar or at the end of a year, but we regard the expenses as reported 
f"r each given year as being virtually fixed. 

The Chairman. There will be, however, some changes resulting 
nmi damage claims, judgments, and things of that kind? 

Mr. HiNES. They will be charged into the operating expenses of 
he year in which they are fixed. 

TIk* Chairman. And they will not be charged to the year 1918? 

Mr. HiNEs. If they are fixed in this year, they will be charged in 
his year. It would be impossible to go back and reconstruct the 
operating expenses of the preceding year to take care of items of that 
'liaracter. 

The Chairman. Then the loss that you have computed for 1918, 
rf S2.% .000,000, is based on the judgments actually paid and the dam- 
lee claims actually paid or allowed during 1918? 

Mr. HiNES. I understand, Mr. Chairman, that the practice varies 
m different railroads. Some of them set up a reserve as they go 
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along to take care of those matters, and others do not; but the ad'; 
charge to the operating expense is made the year in which the cli:ir 
becomes a fixed amount. It may be that the company has a n-ii 
fund to take care of that, or it may not. In our case we are in i! 
situation: From time to time during the year 191S we have |xi 
claims and judgments which had accrued or originated prior 
Federal control. Now, in regidar course, and in accordance wi 
the rules of the Interstate Commerce Commission, they have appiMr 
in our operating expense, and they are included in our operatiiiir r 
pense as stated here. Nevertheless, they are claims which we Im 
either collected or will collect from the coi'porations. becau.se ili 
are payable by the corporations, they having arisen prior to Feilf-i 
control. These amounts constitute a sort of lap over or liwi 
which in eifect will extinguish any of those accounts that aro-i' 
1918, so that we regard that as practically taking care of itself. :ii 
anything that we have occasion to pay in the year after on atom 
of 1918 will, roughly speaking, be offt^et by the amounts we havi' ; 
ready charged in 1918, but which will be i-epaid to us by the ciiqi 
rations. 

Claims Which Obigin.vtfd Pkio« to 1918. 

The Chaihmax. Anything made up in the way of claims or jml 
ments, where the claim originated prior to 1918. is charged to i 
road^and is not borne in any respect by the Railroad Administnitim 

Mr. HiNEs. It is charged to the road, but for accounting purixi- 
it is kept in the 1918 accounts as part of the operating expi'ii; 
because it has never figured in any prior year's operating expeiw- 

The Chairman. Then, in making up this statement you have pw 
tically taken the experience of other yeai-s as to what would liki 
be your experience m 1918? 

Mr. Htnes. No. In making up this statement we have charst'ih 
operating expenses in 1918 the things that actually became <!i;m' 
able in that year, accoi-ding to the rules of the Intei-state Comniu 
Commis.sion. 

The Chairman, Whether they accrued in that year or prior yiv.- 

Mr. Hikes. Well, they accrued as operating expenses in that vi :' 
but they may have accrued as causes of action in prior years, ami 
they did we have a claim against the corporation which ivoul 
become a part of our adjustment with the corporation. 

The Chairman. But your operation, you have explaineil, w: 
\inder rather unusual conditions? 

Mr. HixEs. In 1918; yes. 

The Chairman. And is it not quite probable that your claiin> f' 
damages in 1918 will exceed the like claims which were paiil ' 
railroads for other years ? 

Mr. HiNES. That would be absolutely speculative. I can &'' 
good many elements which would go to work in that direction: ' 
the other hand. I should think that in all probability the years I "1 
and 1919 together would pi-esent a fair average of conditions, bcwii 
atpreseni our conditions are very favorable in that regard, and "in 
it IS speculative, and no man can speak with authority on it. it sti'i' 
to me reasonable to believe that the two yeara together would aien;: 
about a fair general average. 
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The Chairman. What I am trying to get at is this: You have 
already stated that your operating revenue is fixed and will not be 
changed ? 

Mr. HiNES. Yes. 

The Chairman. So far as your books are concerned, and you say 
that the amount you have given as the deficit, $236,000,000, will not 
be changed. If that is the case and if these elements that you have 
mentioned do increase the operating expenses over those in former 
years, then you will have another deficit that may originate years 
after Federal control terminates, and it might amount to a consid- 
erable deficit ; is not that true ? 

Mr. HiNEs. Mr. Chairman, I do not believe, in a relative sense, 
that that would be true, because I think the amount payable for claims 
and judgments is a relatively small part of the total, and it would only 
be a small part of that relatively small part that could be affected by 
the conditions you refer to. I believe that as a practical matter we 
could not do otherwise than work this out on the established basis of 
accounting, and that it would be impossible to forecast the departures 
from the usual experience. I can not think how we could anticipate 
or how we could catalogue actual casualties and losses and damages in 
11)18 that had not been settled for and forecast what the settlements 
would be and make an allowance of that sort, and I believe we are 
justified in just following the usual accounting practice, and I believe 
Ave are reasonably safe in the view that the thing will take care of 
itself, especially when we have an exceptionally favorable year like 
the present year, in contrast with the difficult conditions we had last 
year. 

The Chairman. In arriving at this statement as to operating ex- 
])enses, do you remember the item that is included for loss and dam- 
age and personal injuries? 

Mr. HiNEs. I do not remember it, but I w411 be glad to get it for you. 

The Chairman. I wish you would furnish that and also furnish 
what the average was for the three prewar test periods. 

Mr. HiNES. Verv well. 

(Mr. Hines later inserted the following table :) 

Comparative statement shoivinp amounts charged to operating expenses, class 
I railroads, for arcmint of Injuries to persons, loss and damage — freight and 
loss and damage — baggage, during the years ended Dec, 31, 1918, li)ll, and 
JO 16. 



Xo.i 




Year ended 
De^31,1918. 


Year ended 
Dec. 31, 1917. 


Year ended 
Dec. 31, 1916. 


274 


Maintenance of way and structures; personal injuries. . 
Maintenan''c of eauiDment: personal Injuries 


$3,a5«,033 

3.330,123 

26", 775. 437 

55,560,974 

375,444 


$3,551,669 
2,928,433 


13.060,729 
2. 601 . 847 


420 


Transportation rail line: pers. nal injuries 


27,100,197 23. 740. .519 


41K 
419 


Transpjrtati.n rail line; loss and damaee— frei8:ht — 
Transportation rail line; loss and damage— baggage . . 

Total 


34,977,851 
301,758 


23,278,110 
206,568 

52,887,773 




89,098,011 


68,8.19,908 







• Interstate Commerce Commission accoimt. 

The data for tlu^ average of the test period are not available, as the Inter- 
i^tJite (.'oinmerce Commission has not compiled figures for the year ended June 
!i(>, 1917, the last year of tlie test period, liavinjx (?hanged the basis of reporting 
to it by carriers from years ended June 30 to the calendar year. 
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The above figures indicate clearly that the charges to the casualty account^ 
for the year 1918 being so much in excess of the years 1917 and 1916, are surb 
that in comparison with the experience of those years expenses of the chara<r»'r 
attributable to Federal operation but not determinable until subsequent to tlie 
period thereof will be relatively small. Moreover it should be borne in niinil 
that to the expenses of the year 1918 were charged such expenses as were at- 
tributable to the period prior to Federal control, which were deterniiiie<l in 
1918, and it is quite probable that such lap-over expenses charged into 19is 
re lating to all the years of operation prior to that year are much greater than 
will be the lap-over expenses of the single year 1918. 

The Chairman. Can you give us anything of an idea with regard 
to unsettled claims of this nature; the amount of them? 

Mr. HiNEs. The claims are of several different sorts. One important 
class is loss and damage to freight; another important class is claims 
for overcharges in the carriage of freight. As to those two clasM'-. 
my understanding is that we have made marked progress in reducin<! 
the number of claims outstanding and in catching up with the arroar- 
that existed at the time Federal control began. With respect to per- 
sonal injury claims I am not sure that we have corresponding infor- 
mation ; I do not know that they are catalogued as systematically a-- 
the others and I do not know that we can, as to any of these, give 
the total amount of the claims, but I wnll look into that and be glad 
to give you everything that is available. 

Interest on Working Capital. 

The Chairman. In arriving at this deficit of $236,000,000 for in< 
did you take into consideration anything for interest on the $r)00.- 
000,000 that was appropriated as a revolving fund ? 

Mr. H1NE8. In the statement which we have made we have not 
undertaken to compute interest either way. We, of course, applie«l 
a large amount of that $500,000,000 to payments for additions an<l 
betterments which were made for the railroad companies and to 
payments for equipment on account of the railroad companies, and 
in the final settlement with the railroad companies the interest will 
have to be computed on what we advanced to the railroad companion 
and on anything the railroad companies may have advanced to us: we 
also will have to allow under the contract rates of return, which have 
not yet been fixed, on additions and betterments put into service. 
Now, we have not undertaken in this estimate to figure interest either 
way, and my financial assistant is of the opinion that those thinsrs 
will about offset each other. 

The Chairman. If that is the case, then you will not need anythinjr 
like $425,000,000 for a working capital, because you are getting no 
interest from any of the roads on that working capital. 

Mr. HiNES. I am afraid I do not undei'stiind what you have in 
mind. 

The CIIAIR3IAN. Practically all of the $500,000,000, according to 
your estimate, is necessary for working capital ; at least $425,000,000 
is needed? 

Mr. HiNEs. Yes. 

The Chairman. You receive no interest from any road on the 
working capital that the Railroad Administration needs to operate the 
railroads, do you ? 

Mr. HiNEs. Oh, no. 
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The Chairman. So that to the extent of at least $425,000,000, 
rliich you are using of Government funds for a working capital, you 
re receiving no interest at all ? 

Mr. HiNEs. No ; except to the extent that the money is temporarily 
n bank and we are drawing perhaps 3 per cent interest on it. 

Tlie Chair3ian. You receive interest on your daily balances, do 
on? 

Mr. HiNES. We do as to a large part of the money ; the division 
►f finance can give you the details as to that ; but wc receive, gener- 
illy speaking, 3 per cent on money that we have deposited; it may be 
hat on very active accounts, where we check out as fast as we de- 
posit, we may not receive that much and possibly may not receive 
nything. 

LOSSES ON EQUIPMENT. 

The Chairman. Taking the probable losses on equipment pur- 
hased, are you liable to lose anything on equipment that has been 
nirchased for the railroads in 1918? 

Mr. HiNES. There will probably be some loss, but I do not believe it 
vill be relatively large. In my judgment we will succeed in sustain- 
ng the allotment of the equipment to the railroad companies in 
learly all cases; with respect to the comparatively few cases where 
ve do not succeed in sustaining the entire allotment there will be, on 
he part of the allotment that we do not maintain, a loss due to the 
lifference between the cost of equipment at the time it was bought 
md the cost of corresponding equipment at the later date. How 
nuch that will be it is exceedingly difficult to forecast; I have not 
Felt it would be a large figure ; first, because I think that nearly all 
)f the allotments will be sustained and, second, because I do not look 
for any very great fall in the price of equipment; there will prob- 
ibly be softie; but it will be only that amount on the part of the 
dlotment which is not sustained. I felt that was one of the items 
that it was impossible to make a figure on and that any figure we 
might make might turn out to be prejudicial to the Government 
by creating evidence of an admission on our part that we were 
?oing to lose that much. I believe all of the allotments were proper 
and that we ought to be able to sustain all of them, and we will con- 
tend for that with the greatest of confidence. 

The Chairman. I do not want to embarrass the administration in 
*ny way, and certainly do not want to embarrass the situation so 
far as the Government is concerned, but it would seem to me that 
l^'ongress might properlv desire to know whether or not it is figured 
that the $236,000,000, which is represented as a loss in 1918, will, as a 
fnatter of fact, be changed by some subsequent development with 
t't^gard to the year 1918? 

Mr. HiNES. That is a very proper attitude, of course, and it is very 
iniportant to look the situation squarely in the face and see just what 
it is, and just as far as possible I think that certainly ought to be 
flone, and I have tried to do that, but as to the equipment I do not 
see how we could do anything that would produce a change at this 
lime. We have, in a few cases, after careful consideration, reduced 
the amount of an allotment to a company ; that means that we have a 
part of the equipment on hand and which we have definitely decided 
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II not be allotted in the way if was intended, but it would lie v 
licult at the moment to put a value «m that and say how much 1 
tre is in it because it is hard to forecast how prices are goin? ; 
what will be the terms on which the Government will be al'lt 
pose of it, 

[ tliink it is fair to say, though, that there is an element there wh 
■i not been reflected in lfll8, A large part of that equipment n 
t delivered in 1918 and remains yet to be delivered. I think t 
ment is so difficult and speculative that, whatever may be <lit 
ned. if anything, on that account ought not to be allocate<I ■^- 
rt of the loss of 1918 but should be taken up in the latter par 
s year, in the light of conditions at that time, but I do not Licli 
' "ggi'^gate of it will he large. 

The Chairman. Whether delivered or allocated in 1918, if it 
rchased in 1918 for 1918 delivery it is included in this figure, in: 
mnee of equipment, is it not? 

Mr. HiNEs. No; it would not be included in maintenance of e<ii 
tnt at all; it would be a capital expenditure, and would not In 
? operating expenses m any way. So far as the equipment " 
:ually delivered in 1918 it was vouchered for in that year, broai 
>aking, and was paid for as far as we had the funds, but u vc 
ge part of the total cost of the equipment which was ordered " 
t paid for in 1918. But none of it appears in operating exjienM 
is purely a capital expenditure. 



Wednesday, June 4, 19!f. 

ERATiNO Expenses — Maintenance of Equipment, Locomotive 
Etc.— Condition op Equipment. ' 

The Chairman. Mr. Hines, when we concluded the hearings n 
day we were discussing the matter of operating expense antiV 
iched the point with regard to maintenance of equipment. V' 
itement shows a cost of $1,108,030,396 for 1918 as expendilur 
der that heading. Broadly speaking, what is included under tli 
idine? 

Mr. Hikes. There is included under maintenance of equipment il, 
>air8 of locomotives and cars, both passenger and freight. Tin 
t the big items that are included, ana those repairs are deterniim 
wording to the rules of the Interstate Commerce Commission: ili 
the rmes of the commission determine what is such a betternif 
a car as would be a capital expenditure, and what is auch a rep; 
would be a chaige to operating expenses, and the maintenaiici' 
iiipment includes the work done on equipment, locomotives, ju] 
-s, which, according to the rules of the commission, constitute 
argcs to operating expenses. j 

The Chairman. That compares with a like cost for the averugc J 
; three test years of $563,978,613. Is the difference caused li 
! increase in wages and the increase in the cost of supplies nu 
iterials? _ | 

Mr. HiNES. It is caused partly by that and partly by an increa^i 
lount of work done. I 
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The Chairman. I take it, then, that you have done more mainte- 
Lance work during the past year than was done during the average 
if the three test years. 

Mr. HiNEs. That is my judgment as the matter now stands; that 
vith respect to the equipment during the year 1918 we did more 
v'ork than the work done on the average during the test period. I 
night say in that connection that we are doing this work to get the 
quipment in the best possible condition to meet the demands of the 
rar, and throughout the year 1918 we were resorting to every ex- 
•edient to get the equipment put in the best practicable condition, 
ocause we were working on trie theory that the war would be in- 
efinite in duration and that the increase in the demands on us 
roxxld continue, and that above everything else we must have the 
quipment in shape to handle the business. So we did make a very 
trong drive towards getting the equipment in proper condition and 
eeping it in that condition. 

There is another feature that is involved in that, and that is that 
le volume of business done in the calendar year 1918 was greater 
lan the average for the test period. I am making some inquiry to 
e able to show more definitely the difference in the volume of 
usiness, but it was greater, and, of course, the more locomotive 
dies and the more cars that are made, the more repairs to locomo- 
ves and cars there would be. 

The Chairman. Do the railroad officials feel that the maintenance 
as been kept up to standard ? 

Mr. HiNES. We have had, as far as my personal knowledge goes, 
[) specific complaint from any company with regard to maintenance 
: equipment. We have had some general suggestions to the effect 
lat the maintenance of freight cars was below what it ought to be; 
lit beyond that general suggestion as to freight cars, I do not recall 
ly suggestion at all that maintenance of any sort of equipment was 
?low wnat it ought to be. Certainly, not m general, and I do not 
call any complaint from any specific company on the subject. 

Undoubtedly, as to locomotives the condition is far better than 

was when the Government took over the railroads. Under the 
atute, and under the contract, the obligation of the Government 

to return the property of the railroads in substantially as good 
pair and in substantially as complete equipment as it was at the 
?!ginning of Federal control. Now, the locomotives, generally 
»eaking, were not in good condition on January 1, 1918, and they 
e in very good condition now. So, as to locomotives, we are decid- 
lly ahead of the contract obligations, and, of course, it is very 
oper that we should keep the locomotives in repair even though we 

beyond the contract obligations, because we must be prepared 

do the business, and we are looking for a very heavy business 
is fall. 

The Chairman. You sent a number of locomotives to France, 
i you not ? 
Mr. HiNES. I do not recall that we sent any Ameiican Jocomotives 

France. 

Mr. Cannon. A number of us went over to the Baldwin Locomo- 
e Works and we saw there several large locomotives that we were 
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told were going to France. They were very powerful and cariiw 
high-powered guns. Would you turn those back to the railroads ? 

Mr. HiNES. 1 do not understand that they were taken from tin 
railroads at all. I understand that all that equipment was con 
structed especially for use in France. 

Mr. Cannon. So that does not enter into this item ? 

Mr. Htnes. No; that was a War Department proposition. 

The Chairman. Mr. Hines, during the trip to the Baldwin Lorol 
motive Works that Mr. Cannon speaks about, we were told by thi 
vice president of that concern that they were remodeling, I wil 
say, several hundred locomotives taken from the steam roads ii 
the United States, and sending them to France. They were remod 
eling them at the rate of 40 or 50 a week at that time, they claimed 
and I was wondering where that transaction entered into your cal 
culations. 

Ml'. Hines. I would have to look into that. That is news to me 
Ml . Chairman. I think there must have been some confusion in \\v 
statement, because, so far as I know, not a single locomotive belonging 
to an Ameiican railroad company was taken for use over there. 1 
will have to hav^e that investigated to get the facts. I never heftrd 
or that at all. 

The Chairman. Mr. Hines, my attention has been called to a state- 
ment that some of the steam roads claim that the maintenance has 
not been kept up to standard and that there will be considerable loss 
to the Government in order to make good what they call deferred 
maintenance, and I want to get your opinion as to wnether there is 
anything in such reports, and if so, the extent to which it mij^ht 
mean a drain on the Treasury. 

Mr. Hines. I will say that I have been giving that matter a great 
deal of thought for most of the time since 1 have been Director 
General. I have made a great many inquiries about it. We are 
now making a very careful analysis of what work was done last year. 
in order to see exactly how we stand as to each road, and it may ^^■ 
and probably will be, a different situation as to each road; but ni) 
best judgment of the situation as a whole is that at the present tinif 
we are fully up to our contract obligations in respect of maintenan^^e 
of roadway and structures and equipment; that taking the whol<* 
thing together for all the roads together, we are fully up to our con- 
tract requirement. 

The Chairman. You had an inventory of the equipment made at 
the time the roads were taken over, in a broad way, did you not I 

Mr. Hines. Yes; we know the materials and supplies that were 
on hand at that time. 

The Chairman. Can you put in the record a statement showin? 
the amount of rails, ties, and other large items of equipment an<i 
supplies on hand at the time you took over the roads, tne amount 
purchased during the calendar year, and the average purchased dur- 
ing the three prewar test years. 

Mr. Hines. I think I can get that, and will be very glad to put it 
in the record. 

The following gives such informaticn as is available. (The Divi- 
sion of Valuation of the Interstate Commerce Commission, which hfl> 
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c'oUected the inventories of the railroads, has not yet completed its 
tabulating thereon) : 

1. The total of material and supplies on hand January 1, 1918, for Class I railroads 
n-as $493,071,344, as follows: 

Fuel $35, S43, 843 

Rail 31, 516, 292 

lies 28, 989, 681 

^the^ material 396, 721, 528 

Total 493, 071, 344 

2. The total of purchases during the calendar year of 1918. was $1,676,928,525, as 

bllows: 

i^uel $559, 536, 491 

lail 48,803,940 

:ies ' 63, 472, 384 

)ther material 1,005,115,707 

Total 1 , 676, 928, 525 

3. Figures showing the average purchases made during the test period are not 
vailable at this time. 

Maintenance of Way and Structures. 

The Chairman. With regard to maintenance of way and structures 
ou expended $653,868,469 in 1918 as compared with $403,501,408, 
s the averaee during the test period. Broadly speaking, what is 
acluded in that expenditure? 

Mr. HiNEs. That includes repairs to the tracks and the roadbed 
nd bridges, and all the fixed railroad property as distinguished from 
he property that would be regarded as equipment. It includes all 
rork done on the fixed property which, according to the rules of the 
onmiission, is treated as work chargeable to operating expenses, and 
f course excludes, according to the rules of the commission, all that 
rhich constitutes work chargeable to property account or capital 
xpenditure. 

The Chairman. Excluding from consideration the work done that 
ras chargeable to capital account, do you feel that this expenditure 
f 38653,000,000 left the roads in as good condition as they were at 
he time they were taken over? 

Mr. HiNEs. I would not undertake to say at the moment that if 
e looked at roadway and structures alone on January 1, 1919, the 
)ndition of the roadway and structures was in all respects as it was 
1 January 1, 1918. I think in a good many respects it was a good 
?al better, but in some respects it might not have been as good 
?cause, undoubtedly, there was an inability to get rails and to get 
■ossties during the year 1918, so that probably less rail, and less 
OSS ties were put into the property that year than usually; also the 
Lortage of labor had some bearing on that. Therefore, if we took 
iC roadway and structures alone, there might be on some roads a 
.ortage of some items, but my general statement is still true, that 
king roadway and structures and equipment, taking the whole 
ing as we have the riglit to do, we show an average condition and 
I average amount put into the property, which leaves the property 

a, whole as well off as it was on January 1, 1918. There is this fur- 
or important consideration with respect to roadway and structures, 
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especially, that the recent winter we have just gone through has bee 
extraordinarily open and favorable for work, and to whatever exten 
there was work not done on the roadway and structures in 1918 o 
account of shortage of labor, that has been very largely made up h] 
the exceptional amount of work done during the early months of thi 
year. A good deal of rail that was not put in last year has beei 
already put in this year; and I should say that as of this date, or as 
of April 30, for example, we could claim uiat the roadway and struc 
tures by themselves were in as good condition as they were January 
1, 1918, and I believe, in addition, we would have a balance in oiu 
favor on the equipment. 

I woidd like to say, Mr. Chairman, in this connection, that while 
the railroad companies have made no formal representations to the 
Railroad Administration that have come to my attention, yet I thiiik 
they have made some suggestions to members, of the two Houses ol 
Congress, and, perhaps, in the public press on this question of main 
tenance. I think they have fallen into two or three errors which are 
likely to be very important. One of them is that they have assumed 
that the standard contract obligates the Government to put into the 
property each year of Federal control on an average the same quan- 
tities of material and labor that were put into the property on an 
average per year during the test period. Now, that is not the case. 

The obligation of the Government is to turn the property back in 
substantially as good condition as it was on January 1, 1918. It a^tU 
be practicable on many railroads to do that without expending as 
large quantities of labor and material as were expended during the 
test period on an average, and where it is practicable we do not have 
to put in a larger amount. It is true that under the contract the 
Government has the option to claim that the road is in as good con- 
dition as it was on January 1, 1918, if it has put the same quantities 
of material and labor into maintenance as was done during the test 
period; but that is not an obligation, it is an option, which the Govern- 
ment has. It can take that standard if it is more favorable to the 
Government to take it. The railroad companies have rather drifteJ 
into the attitude, in the informal discussions they seem to have hail 
in a good many quarters, that there is an obligation of the Government 
at all hazards to put that much into the property. 

Again, they have attached great importance to the fact that on 
account of the shortage of rail and ties in 1918, due to the fact that 
war demands were taking precedence and therefore the rail and ties 
were not susceptible of bemg ob tamed by the Railroad Administra- 
tion, that the shortage in those specific items proves a deterioration 
in the property as a whole. I think that is not true, because I think 
we frequently made it up in other ways by doing more work in other 
ways, which would be a fair offset to that condition. Broadly speak 
ing, I should say that on April 30, 1919, the roadway and structures 
were in fully as good condition as on January 1, 1918, and the equip- 
ment also was in as good condition and as a whole probably in con- 
siderably better condition than it was January 1, 1918. 

Mr. Cannon. You recognize, however, that it is the condition of 
the property without regard to the cost, and you do not reckon hy 
cost because, labor may go up 100 per cent. 

Mr. HiNES. No; it is the condition of the property. 
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Mr. Slemp. Suppose you had a car which cost a certain amount of 
loney originally and was carried on the books at that original price 
iss the depreciation. Suppose it cost $1,000 and was now carried at 
5i)(), for example, and that car was destroyed in a wreck, and you 
fanted to replace that car to the company with a new car, and the 
pw car would cost, let us assume, $2,000. What would the Govern- 
lent pay of that amount and what would the company be charged 
ith? 

Mr. HiNES. You are getting into a very technical accounting 
reposition there that I am not an expert on; but, broadly speaking, 
hp additional cost in the increased price would be a capital expendi- 
are which the company would have to provide. That would oe the 
ftse under private management and is equally the case now. If the 
ompanies nad been operating their own roads, and a car had been 
estroyed, they could have charged into operating expenses only the 
ppreciat^d value of the car that was destroyed, and they would have 
II charge to capital expenditure the new high price they had to pay 
)r the new car. 

Mr. Slemp. So that the company in that case would be credited, 
ay, with $500, which was the value of the car at the time, and 
barged with $1,500, which would be the additional price of the new 
ar. 

Mr. HiNES. Broadly speaking, that would be the case, as I under- 
land it. Just as under private management, thev would have to 
nance that new car and could not have charged it to operating 
xpenses. 

Mr. Byrnes. You stated that, in restoring the property to the rail- 
oads» in many cases the property would be restored in equally as 
00(1 condition as when taken over, and that very small sums might 
le spent for the maintenance while under control of the Railroad 
administration. How is that possible if your other statement is 
orrect that the purchasing power of the doDar has been reduced? 

Mr. HiNES. I tnink you misunderstood my remark. 

Mr. Byrnes. Your contention was that it did not necessarily 
nvolve the expenditure of the same amount of money as was made 
)J the railroads during the test period. 

Mr. HiNES. That is true. 

Mr. Byrnes. And your contention is that you are going to return 
be property in equally as gopd condition. How is that possible? 

Mr. HiNES. In the first place, I stated that we could return the 
troperty in as good condition as it was on January 1, 1918, without 
utting the same quantities of labor and material into the property 
s was put into it on an average during the test period. That is true 
Dr this reason, that on many railroads it happened that in the three 
ears of the test period they were building up their property. They 
rere not maintaining it on an equal basis during that period, but 
hey were building it up, as far as the rules of the Interstate Com- 
lierce Commission would permit, through charges to operating 
xpenses. We find in those three vears that the quantities of mate- 
ial and labor that they put into tfiie property were very much more 
ban in previous years, so obviously at tne end of each one of those 
ears the property was in better condition than at the beginning. 
"hey were doing more than taking care of the ordinary deterioration 

121157—19 5 
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the property. Now, if we fell into the same plan it would resu 
h year of Federal control that we would be making the propc-i 
ter than it was at the beginning of the year, whereas our obligati 
hat it shall be only as good as at the beginning of the year, 
fr. Byrnes. Your contention is that tney spent it not only fi 
intenance, but to increase their investment? 
Ir. Htnes. It was not an investment according to the rules of tl 
imis.sion. There ha.s always been a margin of discretion that ti 
roads could use. They could make within certain limits the 
lenditure for maintenance larger or smaller. It turns out thi 
le railroads in the te«t period were making their maintenance c' 
iditures larger than they had been before and that was gradual 
)roving the condition of the property rather than merely mail 
line it. There is this other remark: For example, we did n< 
e the property at the end of this period, that is June 30. 1017: « 
k it six months later, January 1, 1918. We find it very general 
p that the railroads did not keep up their property in the la.-it - 
[iths of 1917 a.s well as they did aurine the test period, becaii' 
or was exceedingly hard to get: it was frequently very difficult 

the material, there was a great congestion of traffic, great dcli 
transporting material, and in addition to that the wmter set 
ly in December in a very severe form, and all of those thinia r 
:ed in the con ition of the property on January 1, 101 S, being m 
riy as good as it was on June 1^0, 1917. We are entitled to tal 
t mto consideration also. 

"he Chairman. Has the Railroad Administration fortified 
iny way to provide for anj» contingency that might arise with r 
d to maintenance of equipment as far as the maintenance 
concerned ? 

It. Hines. We have fortified ourselves only in this way. B 
e done so much that, if anything, we are ahead of the contr* 
^ad of hehin-l it, but we have set up no additional fund on ihi 
nunt. 

"he Chairman-. You have no fund at all out of which any adii 
lal maintenance work might be done 'i 
Ir. HiNES. Not with respect to equipment. Of course, we mair 
1 a depreciation reserve fund, in accordance with the rules 

Interstate Commerce Commission: and for that we use, as 
ipment which was in service at the time the Government loi 

railroads over, the same rate of depreciation that tho i-ih 
ies themselves were charging, and that fund, of course, is ava 
}. for the purposes of rene^ving equipment as it goes out of scrvi 
ler from accident or from natural termination of its life, B 
le from that depreciation reserve, with respect to equipment. ' 
not, generally speaking, maintain arty maintenance reserve fun 
[uay be, Mr. Chairman, that some railroads — I think, howev 
y were exceptions — followed the practice of setting up soi 
intenance reserve for ways and structures as well as this dec 
ion for equipment, and in all probability, if that is the en 

Railroad Administration has continued to follow the snme pK 

that is a matter I am not personally famdiar with and I do t 
eve it is an important matter because, generally speaking, i 
roads did not set up reserves to take care of maintenance, exci 
I equipment depreciation reserve. 
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The Chairman. How. is the amount of the depreciation reserve 
letermined under the rules of the commission ? 

Mr. HiNES. Under the rules of the commission there is required 
be charged to operating expenses and set up in a reserve fund 
)y each railroad a percentage of the book value of its equipment 
iach vear and so far it has been left to the railroads to determine 
vhat that percentage ought to be. The percentages have varied 
onsiderably on different railroads. Some of them have set up 
ather high percentages, perhaps 5 or 6 per cent a vear, and others 
ow percentages, perhaps 2 per cent or less. The llailroad Admin- 
stration has simply adopted whatever percentage the railroad com- 
pany itself was charging at the time that Federal control began for 
lie purpose of keeping the accounts. 

The Chairman. The increased cost of labor and material would 
tiake it necessary to increase the amount of this depreciation fund 
s compared witK former years, would it not ? 

Mr. HiNES. Not according to the theory of the Interstate Com- 
merce Commission. The commission's theory is that as equpiment 
:oes out of service it is written out of the accounts. It appears in 
he account at what it cost when purchased. Of course, that cost 
^as much less than the present cost. When the equipment goes out 
f service what is written out of the account is the original cost that 
las to be provided for out of this depreciation reserve. When a 
ompany has to buy a new car to take the place of an old car the 
lew car at its new high price has to be charged to the capital account 
nd can not be charged to operating expenses. So, the depreciation 
eserve is to take care of the originfii cost of the equipment, and that 
5 a thing which is not affected by the increase in labor and material. 

The Chairman. Mr. Hines, the depreciation, whether caused by 
reaiing out or rusting out or obsolescence or other cause requires 
ome thing to be done to make good this average. That can only be 
ttade good by labor or material or both. If labor has advanced 52 
ler cent and if the cost of material has advanced from 20 to 35 per 
ent, I do not see how you can take a dollar out of the depreciation 
und under present conditions and make it perform what a dollar 
irould perform under former conditions. 

Mr. HiNES. I think, Mr. Chairman, that I can illustrate what I 
Lnderstand is the theory of the Interstate Commerce Commission in 
his way. Looking at just a single element of equipment we will 
ssume that 20 years ago a railroad company bought a box car and 
hat it cost $800. Now in the railroad company's investment is 
800 on account of that box car. That is all the capitalization in 
:8 account on account of the car, $800, and its cost of property 
bows $800 on that account. At the date that the car goes out of 
?rvice that $800 is wiitten out of the account because that element 
f property has disappeared. Now, if it were the theory of the com- 
lission that the cost of the new car to replace the old car should all 
e charged to operating expenses or to the reserve which has been 
reated oy charges to operating expenses, the result would be that 
le new car, when it was acquired, would still make no change in 
le property account; it would still stand at $800, the oiiginal cost, 
nd the n w car would only replace the old car and the cost price 
ould be abscrbed by operating expenses, but that is not the theory 
ti which the commission worlS. Take a car that cost $2,800, the 
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imission would require that $2,800 be put into the cost of prop^'i 

I then there would be a net increase in the cost of the propvi 
S2,000. 

is to the $2,000 the situation would not be met by any ehaj^p t 
rating expenses, but it would simply mean that the cost of pre 
ty had increased because when it became necessary to replace tha 
nent the new element would cost more than the old, and so ih 
iciple of the commission is not to absorb increased prices throiigi 
rges to operating expenses, but through charges to capital accomil 
course, that works the other way. At present new cars that ar 
leht go into the property account at $2,800, When those csf 

II be destroyed in the future the $2,800 will be written out of th 
perty account, and if it happens that under the then condition: 

! car could be bought for, say, $1,800, the property account tliei 
I stand at $1,800, whereas as to the other theory the proptTii 
ount would be fixed at what the original predecessor of that ole 
it of equipment cost perhaps thirty or forty years ago. Whethil 
li or low, according to the commission's prmciple, as the new f\f 
it replaces the old one the property investment account reflr "^ 

new price. 

n other words, it increases as new property is bought in time c 

h prices and it is diminished as new property is bought in timi' i 

prices. Those variations would not be absorbed in operating 
ses. Except as they are absorbed throughout the life of the 
charges to the depreciation accounts, or at the end of its life 
rges to the retirement accounts. 

'he Chairman. No part of the depreciation fund is used for thi 
intenance of the equipm^eiji in the way of making repairs — thai 

charged, is it, in the item 'of maintenance of equipment ? 
Ir. HiNEs. The annuf^ charge for depreciation is also charged 

maintenance of equipment, but, as a matter of fact, that nnnJ i- 
wn on only as cars go out of existence and are written out of ih' 
ount. That fund is used to the extent permissible under the nrli~ 
the commission to offset the writing out of the property accuuri' 
he cost of the unit of equipment that has gone out of existence. 

Operating Expenses op TftAppic. 

'he CirAiRMAN. Mr. Hines, you have an item under "Operands 
tenses" of "Traffic" of $48,702,051 as compared w^ith $61,430.0^ 
the average of the test period. What is that item of expense ft>r 
adly speaking ^ 

Ir. HiNES. Broadly speaking, Mr. Chairman, that includes iL 
iries and the expenses of the officers and employees in the truttu 
lartments, the traffic managers, the freight agents, and vari"! 
ises of employees who are connected essentially with the trail 
:k. I miglit add that it was less in 1918 than it was for the t-- 
iod, because on account of the unification of the facilities a gi"-! 
ny soliciting agencies were discontinued whose expenses 
rgcable to the traffic account in 1918 and a good many 
fiic agencies were consolidated in such a way as to eliminate i 
t of the expense. 

lie CiuiRMAN. There is a reduction of about $13,500,000 ? 
Jr. Mines. Yes, sir. 
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The CiiAraMAN. Has that reduction been brought about by this 
litication of operations! 

Mr. Hi!<E3. I should say so. Of course, that reduction is in spite 

riie fact that there has been an increase in the wages of the em- 
iivces ill that branch of the work as well as others, but the elements 

i'X|)ense eliminated were enough to effect that saving, notwith- 
aiiding the increase in wages. 

Tin- Ch.-virman. Is the rent of traffic offices, etc., included in that 
tm'. 

Mr. Hikes. Yes, sir, 

Tiip CiLAiRUAN. There has been considerable saving in that item, 

[.■!y i 

Transportation^Train and Engine Men. 

Tlie Chairman, Under "Transportation" you expended $2,051,- 
l:!,viO in 1918, as compared with $1,149,195,319 for the average of 
le twt period. There is a difference of about $900,000,000 in 1918 
rer the test period. What was the cause of that increase ! 
Mr. HiNES. That is partly accounted for by the increase in the 
iliirne of freight, partly by increased wages and the increased cost 
'material and supplies, especially fuel, and partly by the fact that 
EihkI many special movements had to be made in order to take 
ire of the war business. It is also influenced by the abnormal 
iiiUTof 1918. 

Tiie CiiAiBMAN, What part of the labor used in the operation and 
muol of the railroads is included in that item? 
Mr. HiNES. Train and enginemen, both in the road service and in 
iril service, that is, engmeers, firemen, conductors, brakeman, 
htih foremen, and switchmen. I think also the wages of station 
^nts and their employees, the wages of the yard masters, and other 
Ki^tants all go into that account. 

The Chairman, in practically all of these accounts, to a greater or 
h- degree, is carried items for labor? 

Mr, Hikes. Yes, sir; in all of them. It is a very important ele- 
imi in all of them. 

Average Number of Men Employed. 

The Chairman. Did you employ a greater number of men in the 
ii'rntion of the roads in 1918 tnan was employed on the average for 
I'' twt period ? 

Mr. HiNES. It is very hard to get a figure as to the men employed 
] ttip average throughout the year, because the employment of so 
any classes varies. For example, in the train and engine service 
ipii arc employed just as the traffic moves, and in times of light 
affii- a great many of the employees get comparatively httle work 
ni in times of heavy traffic a great many more get work. In times 
lisilii traffic they work only a comparatively few days in the month, 
1" Teas in times of heavy traffic they work a great deal more. Then, 
will, as to track labor, of course men are taken on and laid off as 
'pilitions require and as the men are available. 
riicre are very few classes of railroad service where a man is really 
fi-Mi! employee and works six days in the week regardless of the 
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e of tJie business. Those fluctuations are so pronounced that 1 
lot understand they have ever devised any statistics which give i 
' accurate indication of the amount of labor employed through- 
e year on the railroads. They can take the number of employees 
given day and they can also figure out the total number of hour 
vork during the year for various classes of employees and we cai 
te some approximations, but it is difl^icult to give any really usefu 
understandable comparison. My general impression is that durim 
year 1918 we had a very serious shortage of labor practicallv al 
time on account of demands of other industries ana the fact thai 
had to supply quite a large number of railroad men for railrosii 
ice in France in addition to the railroad men being taken fm 
sral military service. We tried to make up for that as far as p<>* 
i by working the men overtime and getting as many man hours a! 
iible. We also had to make up for the condition by employing i 
d deal of inexperienced labor and, perhaps, many men who wen 
ond the years when they could do really effective work, and i 
d many men who were under the proper age, and a good man* 
ng women who had not had very much experience, f think a.' 
hose things resulted in all probability in our having to have muff 
1 hours of service last year than the average for tne test peri(i:f 
that regard, of course, our situation was not different from thai 
very omer industrial enterprise which was constantly coraplainins 
he fact that it was not able to get as capable labor on the whole 
ad gotten before the war, and we suffered under that burden c: 
lonaingly. 

'he Chairman. It would he practically a fair comparison if \i 
lid take, for instance, the first Monday of each month for a giVi 
nber of years and then give the number of men employed in (I 
road service of the United States on those days; the compariri 
ild be fairly accurate, would it not? 

fr. HiNES. It would be misleading unless you had the numbrri 
rs of work, because the adoption of the eight-hour day has ni^i 
important change in that respect. 

'he Chairman. If you did that and put it into two columns, m 
imn 10 hours and the other 8 hours, so that one couid see the p' 
3 as to the number of hours of work performed, it would be fait' 
able, would it not? 

Ir. Hikes. It would be an interesting comparison. There wiui 
a good many elements that that statement would not show th 
lid be important; but it would be an interesting conipari-soii ! 
uld say. 

'he Chairman. When the Adamson law was under discussion ai ' 
the time of the discussion of other mtasuros that looked to lii 
iblishmcnt of the 8-hour day, my recollection is that the proj"- 
its of those measures always urged that practically the ^m: - 
ount of work would be performed in 8 hours that hau, under tin' 
system, been performed in 10 houi-s. If that is the case, l);(' 
number of h()urs per day that the men are called upon to w :^ 
leglijdble; it is a day's work. 

Ir. HixF.s. Yes: that would be true if that were the case, 
'he Chairman. What has been your experience? 
ilr. HiNES. The experience has not been such as to furnish f.r- 
■ solution of that, because of the abnormal conditions last veur, il. 
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ihortage of labor, and the necessity of getting men and getting-women 
^'ho were not experienced in the work and who, perkaps, did not 
lave the physical strength to do the work, 

. I think tliat in that respect, and in a great many others, this war 
)eriod is not a safe basis tor drawing conclusions. A great many of 
)ur Federal managers are quite confident that the shortening of the 
lours and the improvement in wages are going to bring about a 
iecided improvement in the quality of work and in the amount of 
he output of work. They lay special stress on that with reference to 
he men in the maintenance-of-way service. I do not believe that the 
txperience, of last year, when the quality of labor itself was so abnor- 
aal, would be a reliable basis, and 1 have not so far been able to form 
» definite conclusion. I am iiiclined to think that in that, as in many 
»ther things, there is a great deal of merit in both contentions^ and 
hat the truth will be found somewhere between the two contentions — 
hat is, that there will be an improvement in labor, but it is a question 
i whether it will be sufficient to offset the reduction in the number of 
lOurs. 

The Chairman. If you can do it without too great inconvenience, 
^ill you please furnisn the committee a table showing the number of 
aen employed in the railroad service, and, in order to meet the 
bjection that you have already pointed out, you might take the first 
fonday of each month, and make up a statement in separate columns 
bowing the number of hours of labor performed. I would like to 
ave the analysis go back to, say, 1912, 1913, or 1914, so that it will 
ive a picture of the entire labor situation so far as the railroads are 
oncerned as to the number of men employed on those dates. 

Mr. HiNES. Mr. Chairman, I think that i might find available some 
iformation in the reports of the Interstate Commerce Commission 
^hich will be interesting, but I do not believe that that particular 
iformation you have indicated is available. We would have to go 
ack to the various railroads in order to get it. It would have to be 

special compilation from the original records of the railroad com- 
anies, and I think it would take a good many weeks to get it and 
^ould cost a great many hundreds of thousand of dollars. I think 
^e may be able to get from the figures that the Interstate Commerce 
ommission requires to be compiled information somewhat along that 
nc that would be of interest to you. 

The Chairman. That is all that we would require. Of course we 
ould not ask you to do anything unreasonable or that would involve 
riy considerable expense. 

Mr. HiNES. I will do the best I can to compile the data, and we 
ill be glad to give you anything that has a bearing on that problem. 

Note. — It was found that the data as to number of employees and 
Durs worked was not yet available from the compilation of the 
itorstate Commerce Commission for the year 1918. The figures for 
irlier years which are available are omitted, because comparison is 
revented by the absence of the data for the year 1918. 

General Statement. 

Mr. Cannon. There is just one short statement I would like to get 
regard to the matter I referred to yesterday: As I understand it, 
)ur estimate is $1,200,000,000. 
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PS, sir. 

Now, that bontmes nenes:iarv, as von see it. in rl 
' rnilixiftiis, WiU rou be kind enough to state »-in 
: yon lisuw out as the Ioj;? to the Government *. 
[r. Cannon, I will put it thi^ wav. if it meet< ti 
r niind: If we get the Sl.i^W.OiW.OOO. and take in 
lat we had at the outset SoW.OOO.OOO, that wi»ii| 
Jl.TtHt.OW-tXM*. and we will acotuni for that amou 
ir h'.mdnHl and eijhty-^ix millions of that will rt'tn 
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n ii:ne to time a:>d a< ri-:>i> a? ihey ran be roiiiiir 
?^.^^.^^X' (V*> .v w,.-S-:ii:V*r::iJ and'ihe *77.i.niiu.ii 
by tiie ra:'.r\\svl ,-.«::;rvar_.ei dike up $l.-2(.H>.U0(i,ii 
la^ k. a:^J ih^ f -ivr; i • ■ ■ • ■ zisy be regardod as li 
VViV\>>\: ;r,e $;,7.>, >,', ,' > ,-v: re?^ci?ihe inve-iui' 

I »>>i;\5 V-fc? lo "r.ive ;: r-T ?;■• r-ainly that we n 
::-.rv';;;h a » h-.v-e x-t ,y v-j^; :■;■-■?- Nt.w. tht''n. fiT 
;>;.wr.i, n bo-ir.-.^ r-* -:-«!Si.ry '•? tav that )<■>? w. 
.; ::-.i-" :o ^r.sV:: :^.■^ *.V.v.--rL=if-r.:. afier rayini: li 
•.<^ tv,>\rr:-~.:;^:-.; r.isir.ir.f t;. ;■.■ fr-iv^n-e I'-'an? U' :i 
hs^f ;s' »sv vv i:::.T,c i^' ex "ir. r-s? irie Gitveriiiii-: 
'.■•.■~.*:-'.^ iv *'. -^ '. " " w;_. i y.;m hore li^' 
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ism or not, if this appropriation is not made, to use a Wabash ex- 
tnsrtion. "Things will he popping." Is that about the condition? 

Mr. HiNES. I think it justifies the expression. 

Mr. C.vxNON. When you come to revise your remarks, I want you 
I' make, if possible, a little table covering uie matter I have inquired 
bmit. 

Mr. HiNES. I will be glad to put into the record at this point a 
ibl(> showing that item. 

'The table referred to is as follows:^ 

Irik'inal appropriation S500, 000, 000 

iM'mprialion now requeeted 1,200,000,000 

1,700,000,000 
Til lie expended as follows: 
. Anioiinta which will not be returned to Government: 

iip<'ratingdeHcit. 19IS (23fi, 184,iM0 

• )t>eratiDg deficit first 4 months of 1919 250,000,000 

480, 184, 940 

L Amoimta which will be returned to Government: 

-\m()unt« which the railroads will be expected to 
repay as rapidly as possible — 
Investment in addition and betterments on ac- 
count of the railroads which will be eventu- 
ally paid for by them $605, 989, 215 

Loans to railroad companies 48, 483, 959 

Financing Boston & Maine reoroani nation 20,000,000 

Temporary advances to railroad companies se- 
cured by material and supplies 100,000,000 

Total 774, 473, 174 

Investment in equipment for inland waterways. 14.341.886 
Working capital 425. GOO, 000 

1,213,815,060 

1,700,000,000 
IjOCOMOTIVES. 

Mr. IIiNBS. Mr. Chairman, T want to come back for a moment to 
llip <|nestion of locomotives. I made inquiry of the Assistant 
Wrci'lor of the Division of Operations, who has supervision of the 
'fomotive situation, and he says that no locomotives of American 
■ailroad companies were taken for use in France. He says that a 
lumber of locomotives were constructed for use in France, but tem- 
iiirarily were not sent over there because either they were not needed 
Jt rlipv did not have the shipping to carry them, and they were tem- 
i^^rarily put on American raihoads for use. Then, when the War 
apartment got in a position to take those locomotives oyer to 
^ram■e, they were taken off the American railroads and the necessary 
■liaiiges ma<le, as there !iad to be some chanses to readapt them for 
■!■(■ on llie French railroads, and they were then sent over. I think 
tliiKi' must have been the locomotiv^ that were referred to. 

The CiiAiRMAX. They liad been used to some extent ? 

Mr. HixES. They had been constructed for the War Department 
'■•r use in France," and then leased by the War Department tern- 
("Tarily for use on the American railroads. 



s 

(I 



It 



74 appropriation for control of transportation systems. 
Miscellaneous Operations — Dining Cars, etc. 

The Chairman. Turning to the analysis of your statement, yoi 
have an item for miscellaneous operations of $39,107,149 in 191 
which is comparable with the item of $26,449,855 as the averasre 
the test period. What is the explanation of this increase of abou 
$13,000,000 under miscellaneous operations ? 

Air. HiNES. I understand that miscellaneous operations includ 
dining-car operations, hotels and restaurants, when conducted hi 
the railroads, elevators and stockyards which the railroads operat 
and various things incidental to the railroad service. My gonom 
explanation of that item would be that it was due in part to tl 
increase in busine^js, and in part to increases in wages and in the pri( « 
of materials tliat affected this branch of the service as well as aL 
others. 

Operation of Express Companies. 

The Chairman. Does the operation of express companies com 
under that item ? 

Mr. HiNEs. No, sir. 

The Chairman. Where is that cariied? 

Mr. Hines. That is not carried in this statement at all. Unciei 
the present Federal control, the situation as to express companies i: 
that up to June 30, 1918, the express business was conducted by tin 
various express companies just as it was under private control, and 
of course, during that time their operations were entirely apart from 
the railroads and did not appear at all in the railroads^ operation- 
Then the express companies were consolidated into the American 
Railway Express Co., and a contract was made with it, and sino 
that time it has conducted the business. Its operations have been 
separate, just as the operations of the old express companies wer* 
separate, and they do not appear in the railroad operations at Jili 
Under the contract which was made with the express company ti 
Railroad Administration is to indemnify the express company again' 
any deficit in operating expenses or against any operating deticn 
and the deficits that had arisen in the last six months of 1918 a 
during the the first six months of the life of this consolidate 
company does not appear here, but it is included in the figure 
$236,000,000 of loss that we show in our statement. 

Deficit for Calendar Year 1918. 

The Chairman. This statement here shows $218,263,500 as tli< 
loss. That is the last item. What is the explanation of that discin |>- 
ancv between this figure given for the deficiency and the amouiit! 
which vou stated yesterday of $236,000,000 ? 

Mr. hiNES. This statement which shows $218,263,500 deficit i; 
simply a statement of the Class I railroads and the large terminal 
companies. The $236,000,000 includes also all of the smaller railroa«i> 
which are not included in this, and also the result of our operation 
of the inland waterwavs and Pullman car lines. It also shows tb 
deficit on account of the express business and possibly some sniiiJlt' 
incidental items which were necessary in order to give as completo a 
figure as possible for 1918. 
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The Chairman. The statement that you will put in the record will 
contain those items and will bring the total down to the amount you 
lave stated ? 

Mr. HiNES. Yes, sir; we will show all of the items in that. 

Mr. Slemp. Right in that connection will you explain why you 
made the estimate when you were before the committee before for 
this same purpose of $196,000,000, instead of $236,000,000? 

Mr. HiNES. At that time, as was explained, the accounts for the 
rear 1918 had not been completed, and we had to base that $196,- 
)00,000 on an approximation, which turned out to be insufficient to 
neet the situation. 

Mr. Slemp. No new subject matter has been introduced into the 
5236,000,000 ? 

Mr. HiNES. There is this difference, that at the time we made that 
estimate of $196,000,000, I believe they did not take into account 
inything but the railroad operations. We did not allow for this 
express business deficit, which then had not been estimated at aU, 
ind we did not allow our op^erating deficit at that time on inland 
^'aterways. We had to bring that estimate forward so closely after 
:he end of the year 1918 and under such pressure that it was mcom- 
3lete, but it was the best we could do at the time. 

Mr. Slemp. I wonder if it includes also the deficit of the Pullman 
X? 

Mr. HiNEs. The estimate of $196,000,000 did include the deficit of 
ihe Pullman car lines. 

Mr. Slemp. Are the expenses of the Railroad Administration 
charged to operating expenses ? 

Mr. HiNEs. That was considered in arriving at this estimate of 
$236,000,000, but it is not included in this estimate here, because 
these are just the operating expenses that appear on the books of the 
various railroads. The expenses of the central administration and 
:)f the regional administration do not appear on the railroads ^ books. 

Operation of Express Companies. 

The Chairman. Have you any way of determining what the deficit 
in the express business amounted to ? 

Mr. HiNES. We have an estimate of that up to December 31, 1918, 
or six months, or for the first six months of operations under the 
low contract. 

The Chairman. You have not that for the entire year? 

Mr. HiNES. The express company began business on July 1, 1918. 
[ am refering to the new company. 

The Chairman. Do you operate the express company? 

Mr. HiNES. We do not operate that at all. The old express com- 
)anies operated that business and the new express company now 
conducts the operations, and the Railroad Administration, as such, 
loes not conduct them and has not conducted them at any time. 
That was the situation under the old contract with the various 
'xpress companies, which was terminated on June 30, 1918, and the 
express companies paid the railroads a certain percentage of their 
i^oss revenues as compensation for the railroad service performed in 
'onnection with the express business. 
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The Chairman. That continued up to the 1st of July ? 

Mr. HiNEs. Yes, sir; up to the 1st of July. Then, from July 1 on 
the new consolidated express company paid to the Railroad Adminis- 
tration a percentage of its operating revenues as compensation for the 
railroad service performed in the express business. That percentage, 
both that received from the old companies during the first six months 
and that received from the new company during the last six months 
of 1918, is included in our statement oi operating revenue, so that 
the railroads as such had no separate expense in express operations. 
They were carried by the express companies and were borne out of 
what was left to them of the operating revenue after paying over t<» 
the railroads the agreed percentage. 

The Chairman. How does that percentage paid by the expre>- 
company under the new arrangement compare with tne percent agn 
that was formerly paid by the express companies ? 

Mr. HiNES. My recollection is that it was practically the same a^j 
they pay under the new contract, which is 50.25 per cent. That is 
practically the same percentage that was paid under the old contract 

The Chairman. How much loss is included in your statement foi 
the operation of express companies for the last six months of 19 Is I 

Mr. HiNES. $9,500,000. 

Mr. Byrnes. What is the explanation of the deficit in the expro^^ 
business ? 

Mr. HiNEs. The exnlanation of the deficit is that the express com- 
panies were affected by the same difficidties in the way oi increase*! 
cost of materials and increased cost of doing business that ha<i 
affected other lines of business generally, and they had received iu\ 
increase in rates. They had received an increase in rates, one **\ 
10 per cent, beginning some time in the summer of 1918, but thai 
increase in rates had been altogether insufficient to offset the ii.^ 
creased cost of doing business on account of those burdens that ha] 
affected all lines of industry. 

Mr. Byrnes. Did you make an increase in compensation for tl 
express companies^ employees corresponding with the increase f< 
railroad employees ? 

Mr. HiNES. Increases were made in part by the express compani*- 
during the year 1918, but they were not equal to those made by tl:! 
railroads, although they were very substantial. Additional increa«-i 
were made which maae the wages of express company employ o«-i 
more comparable with the wages of railroad employees in the earl;, 
part of this year, so that those two increases, one made by the exp^€»^^ 
companies last year and an additional one made this year, do mak' 
the wages of express company employees reasonably comparable wiiij 
the wafi:es of railroad employees. 

Mr. Byrnes. Has there been any increase since then in the rat<»^l 

Mr. Hines. There was an additional increase in rates on January I , 
1919, but that increase, plus the increase in the summer of 1918, feU 
short of meeting the increased costs. 

Mr. Byrnes. In your opinion, what would those increases total iii 
percentages? 

Mr. Hines. I will have to give you that figure. 
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(The table giving the information inquired about follows:) 

AMERICAN RAILWAY EXPRESS CO. 

Aflsuming a similar volume of express business for the year 1919 as that for 1917, 
the following is submitted as an estimate of express revenue and operating expanse 
for the year 1919, showing certain information rf sprcting rate increases and their effect 
upon revenues, and increased op'^rating cost^s including increases in wages and the 
effect of supplement 19 to General Order No. 27 thereon: 

Charges for transportation: 

Total for year ended Dec. 31, 1917 $223, 000, 000 

10 per cent rate increase, effective July 15, 191 8, would produce. . . 22, 300, 000 
Rate increas'^ approximately 10 per cent, ef/ective Jan. 1, 1919, 

would produce 22, 300, 000 

Estimated charges for transportation for year 1919 ^ 267, 600, 000 

Additional revenue produced by above 20 per cent rate increase . . 44, 600, 000 

Operating exp3ns:s: 

Total for year 191 7 113,721,000 

Increase for year 1919 bas^d upon showing for 6 months end'd Dec. 

31, 1918, over 6 months ended Dec. 31, 1917, 27 p r cent of 1917. . 30, 704, OCO 
Wage increase, 1919, due to application of supplement 19 to General 

Order No. 27, 17.6 p?r cent of total 1917 20, 000, 000 
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Estimated op- rating expenses year 1919 1 64 , 425, 000 

Total increase in op3ratmg exp?ns2S 50, 704, 000 

Per cent of increase to total operating expenses year 1917 44. 6 

Mr. Byrnes. I judge from your statement that you expect an even 
greater deficit in the express business for the year 1919. 

Mr. HiNEs. I think the express company will get into effect the 
benefits of this consolidation to a considerably greater extent during 
this year, but it is very hard to forecast how it will come out as to its 
operations. Last year the express company suffered very greatly 
because of the loss of a good many employees, and they had to take on 
inexperienced employees. When the new express company began on 
July 1 , it undertook the work of consolidating the work of the different 
express companies, and of getting it on a more economical basis, but 
that is a very slow process, and my judgment is that they are just 
beginning to feel tie benefits of the consolidation. I think they will 
figure to a considerable extent in the last six months, but they did not 
figure largely in the first six months. The express companies also 
claimed that they were very greatly hampered in carrying on their 
business by the inability to get proper equipment in the year 1918, . 
but that was due to war conditions. An enormous amount of pas- 
senger equipment had to be devoted to the movement of troops and 
supplies. That created a shortage in the sort of equipment that the 
express company needed. For that reason they had to use box cars 
and various makeshifts, and they could not handle their business to 
advantage. They claimed, and with a good deal of reason, that their 
costs were increased and that their losses in damage claims were 
greatly increased by reason of the disabilities they suffered from, but 
which were only a part of the disabilities of the war. 

Mr. Byrnes. Did you state that the wage increases were now 
fairly comparable to those made for the railroads, which aggregate 
50 per cent? 

1 To this item would first be charged the amount due the railroads for the services performed by them in 
[connection with the express business, being approximately one-half of the total charges for transportation.. 
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tfr. Hikes. What I had in mind was the relative class of emplovf i' 

the clerks. I am not at all sure that the increase for the exprf> 

npany employees would average 50 per cent. I would have t 

■iiy that. My thought was that they were out of line with wl;i 

s given railroad clerks. As you know, this has not been a lli 

rease to all classes of employees, but it has varied accordin<^ i 

iditions and as between different classes of employees. M 

>ught was that what was given the express company emplovi" 

s not out of line with what was given the railroad clerks, 

Mr. Byhses. If the increase is in any way comparable to li 

rease in labor costs upon the railroad, and there has been no cii 

erable increase in rates, you are bound to have a much larsi 

iciency in the business of this year, 

Mr, Hi.\ES. That would be true. 

VIr. Byrnes. Unless your consolidation can accomplish sum 

momies. 

ilr. HiNES. Yes; except to the extent that consolidation acmrr 

ihes important economies; and unless we improve the condiiin 

doing business and save a great deal of the expense that >v: 

urred last year I think there will be an insufficiency of revemii 

meet the increased cost of materia! and labor as to the exjirc- 

npanies. 

m. Byrnes. Did they do business at a profit in the year 1917' 

Mr. HiNEs. During the test period the four leading express cur 

nies made a substantial profit; one of them had very little pnili: 

"hapa not enough to pay interest on the property actually devoir 

the business, but the lour together made a substantial profil ii 

! test period. I might say in that connection that the expn^ 

npanies claimed that we ought to take them over and pay tlnii 

erage standard return during the test period; instead of thai ni' 

ide this contract, which is very much more favorable to the G"i 

iment. 

Mr. BiTtNES. The sole purpose of my asking the question ^f- 

it I understood they had made a substantial profit prior to thf^ 

dng over, and I wanted to know what the explanation wa,s fi>r i 

[icit as soon as we did take them over. 

Vlr. HiNEs. They were making a deficit at the time they «!■ 

cen over, or, rather, at the time Federal control ol the railromi- 

'an, I think, almost without exception. 

ilr. Byrnes. They were running at a loss then ? 

Mr, H1NE8. I think so. The condition of the express busim ■ 

3 exceedingly unfavorable and the express companies were in " 

•y precarious condition; they were threatened with a grfi" 

my embarrassments; they were threatened with extinction im 

^ount of the extension of the parcel post, and they were suffering 

m the low rates and the rapidly increasing cost of material am: 

jplies, as well as of labor, and because of inadequate equipiri'iii 

ose were the reasons which led us to believe that we ought not i" 

arantee them the standard return for the test period, because wi 

1 not think their precarious outlook entitled them to it, so thai ^i'^ 

angement was made which was very m.uch more favorable to tli 

vernment- 
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General Expenses — General Offices of the Railroads and 

Railroad Management. 

The Chairman. Mr. Hines, there is an increase of about S30,- 
500,000 in the general expenses for 1918 over the average for 
the test period. What is the explanation of that increase ? 

Mr. HiNEs. I think, Mr. Chairman, the explanation of that is alone 
similar lines with the explanation for the other items. The general 
expenses include, broadly, the expenses of the general officers and 
all the clerical hire incident to the general office work on all the rail- 
roads, and also the supplies used in those offices. The supplies, I 
should say, would be a smaller proportion than any of these other 
things, and it would be more a matter of wages. The amount of 
work done in the general railroad offices during the year 1918 was 
very considerably m excess of the average work done in the test 
period, and the wages were substantially increased, so that I should 
say that the increase in the work and the increase in the wages were 
the big factors, and that an appreciable factor, in addition, would 
be the increase in the cost of the stationery and supplies needed in 
the general work, although that would not be a very great propor- 
tion of the total. 

The Chairman. Then the unification of all the systems did not 
result in decreasing the number of persons employed in the general 
offices, either as officials or as clerks ? 

Mr. Hines. Federal control resulted in turning over to the corpo- 
rations the purely corporate officers and corporate office expenses; 
but it did not admit of any important consolidation of what you 
niight call the operating general offices. Each railroad had to have 
separate general offices, practically as before, and there seemed to 
be no feasible way to combine them. Of course, one very important 
part of the Government's control of the railroads is taking care of 
the Government s interests in carrying out its contract obligations 
and in asserting its contract rights with the separate railroad com- 
panies. In a great many particulars we can not do that at all except 
ny preserving continuous records on each railroad, in the same way 
that they were preserved in the past, and there did not seem to be 
any opening to consolidate the general offices or accounting offices 
of the various railroads to any great extent, so that I do not under- 
stand that we have had any considerable unification in that respect. 

The broad fact of Government control and the creation of this 
extraordinary relationship between the Government and these rail- 
road companies created a very large amount of additional work of a 
general character which went into these accoimts. We had to call 
for a vast amount of information in order to advise the railroad 
administration as to what it ought to do in protecting itself and 
according to each railroad company what it was reasonably entitled 
to and, of course, in order to caiTy out the scheme of unification in 
other respects we had to be supplied with reports, sent to the central 
administration, which substantially increased the work in the general 
offices of the various railroads, so that it is probably true that that 
volume of work has been increased rather than diminished on account 
jf Government control. 

The Chairman. You have seven regional directors? 

Mr. Hines. Yes, sir. 
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The Chairman. Those men are practically doing the work of tli 
roads within their regions that was formerly performed by th 

Presidents of the various roads located within that territory, in 
road way ? 

Mr. Hines. As to operating matters and in a supervising way 
should say that is true. The Federal manager of each railroad 
himself the man immediately in charge of operations on that particuli 
railroad, very much as the President would be, but the regions 
director undertakes to supervise what the Federal managers srioul 
do and coordinate their work and to put into effect the generi 
policies which are established by the railroad administration. S 
you might say that the duties of the presidents are, in a way, divide 
between the regional director and the Federal managers, the region^ 
director having supervisory control in matters of transportatio| 
and, to a very large extent, in matters of maintenance, but when i 
comes to capital expenses they are supervised very closely in WasI] 
ington, more directly at Washington than are the others. That i 
also true of labor matters; they are supervised more directly ^ 
Washington. The creation of this extraordinary relationship ani 
the necessity for unification has, of course, created a new set <i 
functions and they are not exactly analogous in all respects to th 
functions performed by the railroad presidents before, but it is tru 
that the regional directors, especially as to operating matters, pof 
form substantially the work that was performed by the presidents 

The Chairman. The salaries, then, of the regional directors an 
paid out of this general expense ? 

Mr. Hines. No, The salaries of the regional directors are charge<j 
to the expenses of the central and regional administration which ar^ 
not included in this table which relates to Class I railroads only, bui 
are shown as a separate item in our income account which shows th^ 
deficit of $236,000,000. 

The Chairman. But you do not carry in that expense, or anywhere 
else, the salaries of railroad officials who are not under your control 
and direction but who are simply looking after the corporate interest^ 
of the railroad companies ? 

Mr. HiNES.^ The corporations carry that. 

The Chairnam. And that item of expense is not reflected in your 
statement at all ? 

Mr. Hines. No. 

Mr, Byrnes. Mr. Director, referring to your Federal managers, did 
I imderstand you to sav yesterday that it was only in a very few in- 
stances that a Federal manager had been appointed who was not 
formerly connected with the railroad ? 

Mr. Mines. Yes. 

Mr. Byrnes. Which he had been placed in control of? 

Mr. Hines. Yes, sir. 

Mr. Byrnes. How many instances would you say there were, and 
I mean by that only the larger and more important roads ? 

Mr. Hines. In the State of Texas they took quite a number of rail- 
roads, which in the past had alwavs been separately operated, ami; 
threw groups of them together under a single Federal manager, but 
he, of course, had been comiected with only one of them before that; 
after the war necessities were passed we got away from that to a con- 
siderable extent, and created a separate Federal managership f^^r 
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The Chairman. The statement that you will put in the record will 
contain those items and will bring the total down to the amount you 
lave stated ? 

Mr. HiNES. Yes, sir; we will show all of the items in that. 

Mr. Slemp. Right in that connection will you explain why you 
nade the estimate when you were before the committee before for 
ihis same purpose of $196,000,000, instead of $236,000,000 ? 

Mr. HiNES. At that time, as was explained, the accoimts for the 
rear 1918 had not been completed, and we had to base that $196,- 
)00,000 on an approximation, which turned out to be insufficient to 
neet the situation. 

Mr. Slemp. No new subject matter has been introduced into the 
^236,000,000 ? 

Mr. Hines. There is this difference, that at the time we made that 
estimate of $196,000,000, I beheve they did not take into account 
inything but the railroad operations. We did not allow for this 
^xpress Dusiness deficit, which then had not been estimated at all, 
ind we did not allow our op^erating deficit at that time on inland 
«;^aterways. We had to bring that estimate forward so closely after 
:he end of the year 1918 and imder such pressure that it was mcom- 
^lete, but it was the best we could do at the time. 

Mr. Slemp. I wonder if it includes also the deficit of the Pullman 

:^o.? 

Mr. HiNES. The estimate of $196,000,000 did include the deficit of 
bhe Pullman car lines. 

Mr. Slemp. Are the expenses of the Railroad Administration 
charged to operating expenses ? 

Mr. HiNES. That was considered in arriving at this estimate of 
$236,000,000, but it is not included in this estimate here, because 
these are just the operating expenses that appear on the books of the 
\rarious railroads. The expenses of the central administration and 
of the regional administration do not appear on the railroads^ books. 

Operation of Express Companies. 

The Chairman. Have you any way of determining what the deficit 
in the express business amounted to ? 

Mr. HiNES. We have an estimate of that up to December 31, 1918, 
for six months, or for the first six months of operations under the 
new contract. 

The Chairman. You have not that for the entire year? 

Mr. HiNES. The express company began business on July 1, 1918. 
I am refering to the new company. 

The Chairman. Do you operate the express company ? 

Mr. HiNES. We do not operate that at all. The old express com- 
panies operated that business and the new express company now 
conducts the operations, and the Railroad Administration, as such, 
does not conduct them and has not conducted them at any time. 
That was the situation under the old contract with the various 
express companies, which was terminated on June 30, 1918, and the 
express companies paid the railroads a certain percentage of their 
gross revenues as compensation for the railroad service performed in 
connection with the express business. 
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Statement shovdng number of employees j titles and salaries of positions^ of the central au 

regional organizations j as of May Sly /919--Continued. 



1 



Title of position. 



DIRECTOR GENRE AL-~COntd. 

Assistant printing clerk 

Proof reader 

Accountant 

Chief, outgoing mall bureau 

Multigrapn operator 

Assistant muitlgraph operator. 
Addressograph operator 

Do 

Mimeograph operator 

Assistant mimeograph operator 

Supply clerk 

Stock-room clerk 

Types, repair man , 

Oenoral mechanic 

Do 

Elevator operator 

Do 

Under clerk 

Ens:ineer 

Fireman 

Fireman 

Do 

Janitor 

Janitor-watchman 

Watchman 

Do 

ChauiTeur 

Do 

Laborer 

Laborer-foreman 

Char-forewoman 

Charwoman 

Do 

Do 

Chief telephone operator 

Telephone operators 



Num- 
ber 
of em- 
ployees. 



Total. 



titVlSION OF FINANCE . 



Pirector 

Assistant to director 

Treasurer 

Accountant 

Do 

Do *... 

Becretary 

Do 

Do 

Assistant secretary 

Stenographer 

Do 

Do 

Do 

Laborer 

Messenger 

Do 

Office boy 

Cashier 

Clerk 

Do 

Do 

Do 

File dork 

Manager fire loss and protection 

(vacant) 

Assistant to manager (fire loss 

and protection) 

Qoncral inspector 

Do 

Do 

Do 

Statistical clerk 

Consulting engineer 



Total. 



1 
2 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
6 
1 
1 
1 
1 
1 
B 
1 
1 

13 
1 
1 
1 

19 
1 
1 

12 
1 
7 
1 

4 
1 



250 



41 



Salary. 



$2,300.00 

2,000.00 

1,500.00 

2,000.00 

1.200.00 

720.00 

1,080.00 

900.00 

840.00 

660.00 

1, 800. 00 

1,260.00 

1.620.00 

1,500.00 

1,200.00 

840.00 

300.00 

960.00 

300.00 

840.00 

720.00 

960.00 

720.00 

720.00 

840.00 

720.00 

1,000.00 

840.00 

840.00 

960.00 

600.00 

540.00 

360.00 

312.00 

1,200.00 

1,0N0.00 

900.00 



Title of position. 



Num- 
ber 
of em- 
ployees. 



25,000.00 

9,000.00 

10,000.00 

3,600.00 

2,600.00 

2,400.00 

2,100.00 

1,800.00 

1,500.00 

1,800.00 

1,800.00 

1,.500.00 

1,320.00 

1.200.00 

'840.00 

84a 00 

600.00 

600.00 

3,600.00 

2,200.00 

1,800.00 

l,65(r.00 

1,200.00 

1,020.00 

8,100.00 

4,200.00 
4,000.00 
3,600.00 
3,500.00 
2,700.00 

i,5oaoo 

2,400.00 



DIVISION OF PX7RCHASES. 



Director 

Equipment clerk 

Secretary , 

Stenographer 

Do 

Do 

Do 

Clerk 

Do 

Do 

Fileclerk 

Do 

Assistant file clerk 

Chiefclerk 

Do 

Do 

Laborer 

Messenger 

Do 

Manager 

Do 

Statistician 

Lumber Inspector 

Lumberman 

Copyist 

South representative 

Traveling representative. 
Chief statistician 



Total. 



CAPITAL EXPENDITURES. 

Director 

Assistant director 

Do 

Chiefclerk 

.Vssistant engineer 

Accountant 

Do 

Clerk 

Do 

Do 

Do 

Do 

Fileclerk 

Assistant file clerk 

Do 

Do 

Do 

Machine operator 

Do 

Secretary to Director 

Secretary to Assistant Director. 
Stenographer 

Do 

Messenger 

Do 



Total. 



DIVISION OF OPERATION (EXCEPT 
CAR SERVICE SECTION). 



Director 

Assistant to director 

Member of board of adjustment 

No.2 

Member of board of adjustirient 

No.3 

Chiefclerk 

Do 

Do 

Do 

Transportation inspector 

Do 

Member oomxnlttee on compen- 
sation 



12 



53 



Salarv 



41 



$25,onno 

l.f^ I 
1,.V I 
1,320 1 
l,40f>.i 

1,»0" 
l,2l«»': 

i.aii. 

l.Sv 
1.33- 

i.ai. 

3.011' 

2,7i»' 
2,4(1' 

M<i 

W> 

4>. 

7.21 

o.mi' 

2.111 
2. VI' 

l.(Oi 

3.tt' 
2.1(1 : 

2. IH' 1 





25. «r I 




10.61" 1 




8,4ii 1 




4,U>'I 




4,31 < 




3,«i 1 




3,9' 1 


*■ 


2,23 ' 




2,l'li 




l..^» 1 




l,3Jl 




i.ait 




1..V1 1 




i.jii 1 




i.-t*-] 




1.3i ' 




1,3(1 




i.aii 




91*1 




2.4««l 


3 


l.Xi 1 


. 


1..VI 1 




i.n'\ 


] 1 


1.U3 1 




Ti 



1 


25, (n^ 


1 


7.5«. 


1 


T.otf^ 


7 


T.5<«' 


1 


4.'-» 


2 


3.e»» 


2 


3,w 


1 


2.4^»' 


1 


7,5i»' 


1 


5,(Ji»' 



1 I 4,5n 
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UiUmmt showijig number of employees, titles and salaries of position^ of the central and 
regional organizationSj as of May SI, i9i9--Contiiiued. 



Title o( position. 



nSION OF OPXRATION (EXCEPT 
: \E SEE\1CE SECTION) — COH. 

tsHtant chief clerk 

Do 

kueral clerk 

Do 

rrptftrv to director 

kf statistical clerk 

si-tant s«:retary to director. . 
Totary to senior assistant — 
rrt>tary to assistant director... 
'«tt>m'an 

Do 

rmno'apher 

Do 



Do. 

Do. 

l>o. 

Do 

Do 



tTi. 

Do -• 

I'o 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

>r|erk 

I»o 

Ni«tant to Inspector of trans- 
piration 

'T^tanr to office assistant 

tsi^tant file clerk 

Do 

Do 

Do 

tss lierk 

Do 

Do 

Do 

stistiral clerk 

Do 

Do 

Mk 

an*r 



Do. 



irk and telegraph operator., 
vnographer and clerk 

Do 

Do 

all clerk 

i^ice boy 

•■s>onger 

Do* 

ana^er, telegraphic section. . 
crnary 

Do 

^l<>craph censor 

k>]<taQt director 

nipral supervisor of equipment 

ikt zDe<^anical engineer 

rtifral 5ni>enrisor car repairs. . 

ipf'Trisor of equipment 

ipwrisor of car repairs 

Do 

nrhdmcal engineer 

^<i«iant supervisor of equip- 

njpni 

icTPtary, committee on stand- 

IT'ls.." 

Dcomntive assignment clerk . . . 
urf clerk, general supervisor of 

<^T r(>i>airs 

^ti^tidan 

Do 

ri^-ate secretary to assistant 
dirpctor .- 



Num- 
ber 
of em- 
ployees 



2 

I 
2 
10 
5 
2 

a 

2 

6 
2 

4 
13 



10 



Salary. 



$3 
3 
3 
2 
3 
2 
2 
2 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
2 
1 
1 
1 
1 
1 
1 
1 



600.00 
300.00 
600.00 
400.00 
000.00 
700.00 
700.00 
700.00 
080.00 
860.00 
680.00 
800.00 
500.00 
440.00 
400.00 
380.00 
320.00 
200.00 
100.00 
800.00 
620.00 
500.00 
380.00 
320.00 
200.00 
100.00 
960.00 
900.00 
800.00 
320.00 



,800.00 

,800.00 

,500.00 

,380.00 

.200.00 

000.00 

,500.00 

,380.00 

,200.00 

900.00 

,800.00 

,500.00 

,380.00 

,320.00 

,320.00 

840.00 

,200.00 

,800.00 

,500.00 

,200.00 

720.00 

600.00 

600.00 

480.00 

7,500.00 

3,000.00 

1,680.00 

2,100.00 

10,000.00 

7,500.00 

7,500.00 

6,000.00 

4.800.00 

4,200.00 

1,800.00 

4,000.00 

3,900.00 

3,600.00 
3,000.00 

2,700.00 
3.000.00 
1,800.00 

1,800.00 



Title of position. 



DIVISION OF OPERATION (EXCEPT 
CAE SERVICE SECTION)— COU. 

Private secretary general super- 

visor car repairs 

Stenographer and pay-roll clerk 

Junior mechanical engineer 

Typist 

Do...-. 

Typist and clerk 

Chief, Secret Service and Police 

Section 

Inspector 

Do 

Do 

Do 

Do 

Do 

Do 

Operative 

Manager, safety section 

Reg. supenisor of safety 

Assistant director 

Do 

Clerk to general agent 

Do 

Do 

Do 

Do 

Eoiiipment clerk 

Oflice engineer 

Do 

Secretary automatic train-con- 
trol committee 

Signal engineer, automatic 

train control committee 

Secretary to executive secretary 
automatic train-control com- 
mittee «.. 

Assistant secretary 

Stenographer-flle clerk 

Assistant to manager 

Assistant statistician 

Manager, fuel conservation 

Fuel inspector 

Assistant manager 

Assistant supervisor 

Do 

Supervisor 

Manager, inspection and testing, 

Assistant engineer 

Assistant secretary to director. 

Total 

Supplemental statement at- 
tached 

Total 



DIVISION OF OPERATION (EXCEPT 
CAR SERVICE SECTION), StJP- 
PLEMENTAL. 

Manager 

Do 

Assistant manager 

Chief clerk 

Statistiaan 

Statistical clerk 

Clerk 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Do 



Num- 
ber 
of em- 
ployees 



278 
58 



333 



1 
I 
1 
2 
6 
2 
1 
1 
1 
4 
4 
2 
7 
10 
1 
1 
1 



Salary. 



ii,8oaoo 

1,800.00 
1,500lOO 

960.00 
l,OSO.0O 

96a 00 

7,500.00 
4,000.00 
3,600.00 
3,500.00 
3,000.00 
2,580.00 
2,100.00 
1,800.00 
2,100.00 

9,ooaoo 

4 800.00 

14,000.00 

lO.tXW. 00 

2,100.00 

1,800.00 

i,5oaoo 

1,320.00 
1,02a 00 
660.00 
4,200.00 
2,400.00 

4,00a 00 

8.00a 00 



i,8oaoo 
i,soaoo 

1,38a 00 
6,000.00 
2,280.00 
6,000.00 
2,400.00 
7,200.00 
3,900.00 
3,600.00 
4,800.00 
9,000.00 
4,800.00 
2,100.00 



7,500.00 
7,200.00 
4,800.00 
2,400.00 
2,000.00 
1,800.00 
2,400.00 
2,100.00 
3,000.00 
1,800.00 
1,500.00 
1,380.00 
1,320.00 
1,200.00 
1,000.00 
840.00 
720.00 
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Statement sJiowing number of employees^ titles and salaries of positions^ of the central and 

regional organizationSy as of May SI, 7979— -Continued. 



Title of position. 



DIVISION OF OPEBATION (EXCEPT 
CAR SERVICE SECTION), SUP- 
PLEMENT AL—OOntinued . 

Draftsman 

Secretary 

Stenographer 

Comptometer operator 

Office boy 

In charge of troop routing 

In charge of troop movements. . 

Total 

DIVISION or OPERATION — CAR- 
SERVICE SECTION. 

Mana<i:er, Car Service Section . . . 

Assistant manager, Car Service 

Section 

Do 

Do 

Manager 

Chief clerk 

Secretary 

Do 

Clerk 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Assistant 

Stenographer 

Do 

Do 

Do 

Do 

Assistant to manager 

Special clerk 

Mail and supplies clerk 

Mail distribution clerk 

Pay roll and time clerk 

Typist 

Do 

Do 

Office boy 

Do 

Secretary to manager 

Section secretary 

Office assistant 

Do 

Do 

Secretary to assistant manager. . 

Do 

Accumulation clerk 

Stenographer and clerk 

Chief of inspectors 

Fuel clerk 

Statistician 

Assistant file clerk 

Special inspector 

Head t-ace clerk 

Trace clerk 

Do 

Inspector 

Do 

Total 

Supplemental statement 
attached 

Total 



Num- 
ber 
of em- 
ployees, 



1 
1 
2 
2 
1 
1 
1 



65 



3 
1 

12 
2 
2 
3 
1 
4 
2 
1 
3 
3 

12 
3 
1 
1 
1 
1 
1 
1 
1 
3 
1 
2 
I 
1 
1 
2 
2 
3 
1 
3 
1 
3 
1 
1 
1 
1 
1 
1 
1 
1 

13 
_2 

123 

36^ 
159 



Salary. 



11,500.00 
1,500.00 
1,500.00 
1,320.00 
600.00 
2,400.00 
3,600.00 



10,000.00 

9,000.00 
7,500.00 
6,500.00 
5,400.00 
2,88a 00 
1,500.00 
1,440.00 
3,000.00 
2,400.00 
2,100.00 
1,920.00 
1,800.00 
1,500.00 
1,320.00 
1,200.00 
1,060.00 
1,020.00 
960.00 
900.00 
840.00 
720.00 
3,000.00 
1,500.00 
1,380.00 
1,320.00 
1,200.00 
1,020.00 
3,900.00 
2,700.00 
2,100.00 
1,920.00 
1,500.00 
1,200.00 
1,0»).00 
1,000.00 
660.00 
600.00 
1,620.00 
3,600.00 
3,600.00 
3,300.00 
3,000.00 
1,620.00 
1,500.00 
2,400.00 
1,800.00 
3,300.00 
2,400.00 
1,920.00 
1,500.00 
3,000.00 
1,620.00 
1,620.00 
1,500.00 
2,400.00 
1,800.00 



Title of position. 



DIVISION OP OPERATIONS— CAR 
SERVICE SECTION (SUPPLE- 
MENTAL). 

Manager , 

Chief clerk 

P. D.chief clerk 

Inspector 

Secretary 

Car record chief. 

Bookkeeper 

P. D.derk 

Stenographer 

FUe clerk 

Car record clerk , 

Do 

Cutting-machine operator 

Janitor 

Total 

Divi^oN or TRAmC. 

Director 

Assistant director 

Do 

Do 

Do 

Chief clerk 

Secrptary 

Do 

Do 

Assistant file clerk 

Do 

Stenographer 

Do 

Do 

Do 

Do 

Clerk 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Typist 

Do , 

Junior clerk 

Do 

Do 

Office boy 

Assistant 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Messenger 

Laborer 

Passenger representative 

Do 

Do 

Rate clerk 

Do 

Do 

Do 

General clerk 

Manaeer 

Do 

Do 

Do 

Stenographer and clerk 



Num- 
ber 
of em- 
ployees, 



8 



36 



Salary. 



16, 000. Of 
2,400.(n 
2.100.>n 

2,ioo.ai 

1,800.(10 

1, 800.1V 
1,800.01 
l,320.nfl 

i.aoo.Qfl 

l,200.iil 
1,200.11 

i,05n.ii| 

l,OoO.« 
300.(4 



1 
1 
1 
1 
1 
2 
5 
1 
1 
1 
1 
4 

17 
1 
2 
2 
2 
1 
2 
1 
1 
1 
1 
1 
1 
1 
1 
1 
2 
1 
2 
1 
6 
2 
3 
1 
3 
2 
2 
1 
1 
1 
3 
1 
1 
1 
1 
2 
2 
1 
1 
1 
1 
1 
1 
1 
1 



125, 000. (IQ 
15,000.11 
l2,50a(M 

8,4oani 
8,ooai« 
3,6oa<i 
i,8oaT( 

3,000 fl( 
2,70aiil 

i,5oaii 

96(1 '4 

i,8oa*i 

1,500. Tl 

ijafio* 

1,32(1' 

i,2oaf 

2,Tltt' 
2,40a* 
2,101* 

l,«»«l 
1>» 

l,3ai« 

l,32Di» 

9na< 

1,32" » 

l,2(iru 

qOCi 

840» 

i,a3a; 

7,,'Mi^ 

6,ooa'i 

5,40a'l 

4,80(1^ 

4,ooa; 

3,ewi 

3,3»'.^ 

3,a»'.^ 

1,44-1 j 
5,O0U^ 
4,2»l< 

2,70'. i 
2,W].'I 

2,40r' i 

2,7n.'-j 

2,10" 

i,w 

2.*tL^ 

12,0011 i 

20,nrii'l 

13. 2W' •! 

6,(lir- 

1,44« ^ 
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Statement thowing number of employees^ titles and salaries of posityms, of the central and 

regional organizations ^ as of May Slj 7919-— Continued. 



Title of position. 



DIVISION or TRArrrc—oontd. 

Typist and clerk 

Do 

Passeneor-rate clerk 

Do 

Do 

> General agent 

Do 

> Agent 

Total 

ACCOUNTINO DIViaiON. 

, Assistant director 

Kanager 

- Assistant manager 

Accountant 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

I Do 

Do 

r Do 

Do 

Clerk 

Do 

Do 

Do 

I Do 

• Do 

Do 

Do 

Do 

1 Do 

Do 

■ Do 

Do 

Do 

File clerk 

Do 

Do 

Do 

Stenographer 

Do 

Do 

Do 

Do 

t Do 

Typist 

Do 

Messenger 

Do 

Do 

S peci al accountant 

Assistant accountant 

Do 

Vo 

Do 

Auditor 

Chief clerk 

General accountant 

Traveling accountant 

Secretary 

Head voucher clerk 

Assistant head voucher clerk. . 

Voucher checker 

Index clerk 

Do 

Voucher clerk 



Num- 
ber 
of em- 
ployees. 



1 
2 
3 
3 
1 
1 
1 
1 



116 



Salary. 



$1,320.00 
1,200.00 
3,600.00 
3.300.00 
1,600.00 
4,500.00 
4,000.00 
2,100.00 



1 
1 
2 
1 
1 
2 
1 
3 
4 

12 
1 
5 
1 
1 
5 
6 
6 
1 
6 
1 

35 
2 
3 
1 
7 
1 
3 
3 
1 
1 
1 
1 
1 
2 
2 
2 
1 
1 
6 
3 
3 
3 
2 



2 
1 



10, 
7, 
7, 
6, 
4, 
4, 
3, 
3. 
3, 
3, 
2, 

i: 

2, 
2, 
2. 
1, 
1, 
1, 
1, 
1, 
1, 
1, 
1, 
1, 
1, 



1, 
1, 

1, 
1, 
1, 
1. 
1. 
1, 
1, 
1, 
1. 
1, 
1, 
1, 



6, 
1, 
2, 
2, 
2, 

i; 

2, 

1; 

1, 
1, 
1. 



000.00 
500.00 
200.00 
400.00 
500.00 
200.00 
900.00 
600.00 
300.00 
000.00 
880.00 
700.00 
520.00 
500.00 
400.00 
100.00 
800.00 
520.00 
800.00 
440.00 
500.00 
400.00 
380.00 
300.00 
200.00 
000.00 
900.00 
840.00 
600.00 
060.00 
680.00 
960.00 
500.00 
320.00 
200.00 
000.00 
800.00 
440.00 
500.00 
380.00 
320.00 
200.00 
200.00 
080.00 
840.00 
600.00 
4S0.O0 
000.00 
320.00 
700.00 
400.00 
100.00 
500.00 
900.00 
300.00 
700.00 
800.00 
700.00 
800.00 
600.00 
400.00 
020.00 
200.00 



Title of pcsitlon. 



ACCOUNTINO DivreiON-HJontd. 

Assistant index clerk 

Head Burroughs operator 

Burroughs operator 

Do 

Do.... 

Do 

Do 

Do 

Punching operator 

Student punching operator 

Powers machine operator 

Head rate clerk 

Rate clerk 

Head analysis clerk 

Assistant analysis clerk 

General cost accountant 

Head material clerk 

Material clerk 

Do 

Do 

Codist 

Do 

Distribution clerk ■ 

Do 

Head distribution clerk 

Material ledger clerk 

Do 

Pay-roll clerk 

Assistant pay-roll clerk 

Stenographer and clerk 

General bookkeeper 

Bookkeeper 

Do 

Assistant bookkeeper 

Do 

Chief accountant 

Head property clerk 

Contract clerk 

Assistant file clerk • 

Do 

Chief cost accountant 

Supervising cost accountant. . . 
Plant accountant 

Do 

Stenographer and clerk 

Comptometer operator 

Cost accountant. . ^ 

Do.i 

Do..* 

Do 

Do 

Do 

Clerks 

Do 

Burroughs operator 

Total 

DIVISION OF PUBLIC SERVICE. 

Director 

Chief elerk 

Do 

Secretary to director 

Assistant secretary to director . 
Stenographer 

Do 

Do 

Do 

Assistant chief clerk 

File clerk 

Do 

Do : 

Do 

Do 



Num- 
b r 
rf em- 
ployees. 



1 
1 
1 
8 
1 
5 
3 
2 
1 
1 
1 
1 
I 
1 
1 
1 
1 
1 
1 
1 
1 
2 
1 
1 
1 
1 
1 
1 
1 
2 
1 
1 
1 
2 
1 
1 
1 
1 
1 
1 
2 

10 
3 
1 
1 
1 
1 
7 
2 

11 
3 
1 
3 
2 
2 
1 



Salary. 



277 



1 
1 
1 
1 
1 
10 



2 
1 
1 
1 

1 
1 



II, 
1, 
1, 

1; 



1, 
1 

2 
1 
2 
1 
3 
2 
2 



200.00 
320.00 
380.00 
200.00 
020.00 
900.00 
840.00 
960.00 
200.00 
900.00 
,200.00 
,100.00 
,800.00 
,700.00 
,720.00 
,000.00 
,700.00 
,100.00 
,500.00 
960.00 
,800.00 
,500.00 
,500.00 
,320.00 
,500.00 
,800.00 
,500.00 
,800.00 
,600.00 
,500.00 
,000.00 
,400.00 
,100.00 
,400.00 
,800.00 
,200.00 
,700.00 
,700.00 
900.00 
600.00 
,200.00 
,700.00 
,100.00 
,800.00 
,620.00 
,200.00 
•60.00 
,400.00 
,200.00 
,100.00 
,800.00 

,rioo.oo 

,000.00 

,700.00 

,320.00 

780.00 



25,000.00 
2,700.00 
2,400.00 
2,000.00 
1,800.00 
1,500.00 
1,3S0.00 
1,320.00 
1,200.00 
2,400.00 
1,680.00 
1,320.00 
1,200.00 
900.00 
720.00 



86 APPROPRIATION FOR CONTROL OF TRANSPORTATION SYSTEMS. 

Statement showing number of employees^ titles and salaries of positions^ of the central awi 

regional organizations, as of May 31, i9/9— -Continued. 



Title of position. 



DIVISION OF PUBUC 8EBVICB— 

continued. 



OflSce boy 

Assistant director 

Traffic assistant 

Do 

Clerk 

Do 

Do 

Do 

Do 

Secretary to assistttot to director. 

Secretary to trafHc assistant 

Rate expert 

Service assistant 

Acting chief, suggestions and 

coropl 

Correspondent 

Do 

Secretary 

Messenger 



Total. 



DIVISION OF LABOR. 



Director 

Assistant diroctor 

Representative 

Special assistant 

Do 

Chief clerk 

Special corporation clerk 

Chief fllV cieVk '. *. ". ". ". ". *. '. '. ". '. ". '. ! '. * *. 
Stenographer 

Do 

Do 

Assistant chief file clerk 

File clerk 

Do 

Typist 

Underclerk 

Secretary 

Reporter 

Assistant reporter 

Typist and file clerk 

Messenger 

Do 

Schedule expert and office man- 
ager 

Assistant secretary 

Stenographer and file clerk 

Manager 

Field agent 

Statistician 



Num- 
ber 
of em- 
ployees. 



Total. 



DIVISION OF LAW. 

General counsel , 

General solicitor 

Assistant coimi>el , 

Assistant general counsel 

Do , 

Do 

A8si«;tant to general counsel... 

Do 

Assistant 

Assistant to general solicitor.. 
Chief clerk 

Do 

Do 

Sen«tary 

Chief ftle olerk 

Law plerk 

Do 



2 
2 
1 
2 
1 
1 
1 
1 
3 
2 
1 
1 
1 

1 
1 
1 
1 
1 



(X) 



1 
2 
5 
1 
2 
1 
1 
1 
1 

16 
1 
2 
1 
2 
2 
3 
1 
3 
3 
2 
1 
1 
1 

1 
1 
1 
1 
3 
1 



Salary. 



62 



1600. 00 
10,000.00 
7.200.00 
6,000.00 
2,600.00 
1,800.00 
1,500.00 
1,320.00 
1,200.00 
1,»«0.00 
1,620.00 
7,200.00 
5,000.00 

5,000.00 
4,000.00 
3,000.00 
1,620.00 
800.00 



25, 
10, 
6, 
5, 
4, 
3. 
2, 
2. 
2, 
1, 
1, 
1, 
1, 
1, 
1. 
1. 
1, 
3, 
2, 
1, 
1, 



000.00 
000.00 
000.00 
000.00 
000.00 
000.00 
500.00 
400.00 
000.00 
500.00 
350.00 
200.00 
680.00 
320.00 
200.00 
200.00 
020.00 
000.00 
100.00 
800.00 
200.00 
810.00 
720.00 



3,600.00 
2,400.00 
1,500.00 
5,000.00 
2,700.00 
1,800.00 



2.5,000.00 

18. 000. 00 

10.000.00 

15,000.00 

10,000.00 

9,000.00 

7, .TOO. 00 

6,000.00 

5,000.00 

4,000.00 

3,000.00 

2,500.00 

2.000.00 

1,800.00 

2,000.00 

2,000.00 

1,800.00 



Title of position. 



DIVISION OF LAW— continaed. 



' Stenographer 

Do 

Do 

Do 

Do 

File clerk 

Do 

Do 

Do 

Junior clerk 

Do 

Messenger 

Do 

Manager 

Counsel for property protection. 

Private secretary 

Amistant to manager 

Chief claim clerk 

Assistant chief cldm clerk 

Attorney 

Do 

Do 

Do 

Typist-clerk 



Total. 



DIVISION OF INLAND WATEB- 
WAYS. 

Engineer, contracts and con- 
struction 

Traffic manager 

Secretary 

Chief clerk 

Clerk 

Stenographer 

Do 

Do 

Laborer 

Total 

BOARD OF RAILROAD WAGES AND 
WORKING CONDITIONS. 



Chairman 

Vice chairman 

Member of board 

Secretary 

Examiner 

Wage schedule expert 

Do 

Acting chief clerk 

Clerk 

Do 

Do 

Do 

Do 

Do 

Acting statistician 

Statistical clerk 

Do 

Do 

Stenographer 

Do 

Do 

Do 

Secretary to chairman 

Secretary to vice chairman . 

Pecretary to member 

Digest clerk 

Messenger 

Junior clerk 

Do 



Num- 
ber 
of em- 
ployees, 



Solfirr 



62 



11,5001(1 
1.440.11 

i.m« 

1,200.11 
1,020.9 
1,400.1 

l,3W.O 

i,2oao 
i.ooo ' 

730 'I 

l,Hfb ! 
S.OOUi 
1.89)1 
4,000" 
3,0fti 

2,4(« ' 

7. aw I 

3.5rt^ 
3,0H' 

2..'«»i ' 
l.20fi 



7, mi 

3,«nf i 

2,n« * 

$41 I 



9 I. 



2 
2 



10.0(1 
10.011' ^ 

10. on- ' 
6.0H ' 
6.0» ' 

2.:i>- 
i.» 
1.*' ' 
i..v» 

1,33 I 

i,a» ' 

2.Trt I 
2,VV I 

2.1"' 

l.Kli.' 

I..W I 
1..^2i' 1 

1.3<' I 

l.w»' 
l,3ni' 

Mi. ' 



Total. 



50 



APPROPRIATION FOR CONTROL OF TRANSPORTATION SYSTEMS. 87 

Statement ihowing number of employeeSy titles and salaries ofpositiony of the central and 

regional organizations^ as of May SI, iPl^--Cx)ntinued. 



Title of position. 



KASTEBM EEOION. 

lU^onal director 

JUiustant ret^onal director 

District director 

Do 

U«chanical assistant 

Rf^ident traffic assistant 

Engineering assistant 

Uixine director 

ixistant , mail and express — 
Tenninal manager 

Do 

Do 

Do 

Do 

Traffic assistant 

Si>fcial agent 

Do 

Executive assistant 

Do 

Traffic control manager 

Puperrisor of stores 

Executive chief clerk 

ufflce assistant 

Do 

Do 

Do 

Transportation inspector 

Do 

Do 

Do 

St4iti<:tician 

Stair assistant to traffic control 

cunaeer. New York 

rhie clerk 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Privnate secretary 

lieDpral clerk 

Thtpf , Report Bnreaa 

A.ssLstant statistician 

(Iiief. Special Movement Bu- 

•"eau 

Trdveling secretary 

Do 

O.ief. Mail Bureau 

Hiief , File Bureau 

Do 

In'^pector, L. C. L. Bureau 

Oerk 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

fTii^-f rlraftsman 

Supervisor clerk 

Do 

Do 

Accountant 

Do 



Num- 
ber 
of em' 
pbyees. 



2 
2 
2 
1 
2 
2 



5 
1 
3 

8 
2 



Salary. 



I£0, 
35, 
35, 
30, 
20, 
15, 
15, 
15, 

?: 

«, 

5, 
12, 

i: 

6, 
4, 
6, 

S: 

i: 
«. 

I: 

5, 

I'. 

3, 
3, 
2, 

I 

2. 

i: 



000.00 
000.00 
000.00 
000.00 
000.00 
000.00 
000.00 
000.00 
000.00 
400.00 
000.00 
200.00 
500.00 
400.00 
000.00 
000.00 
700.00 
500.00 
200.00 
500.00 
000.00 
000.00 
000.00 
000.00 
600.00 
000.00 
000.00 
000.00 
600.00 
000.00 
000.00 

000.00 
800.00 
600.00 
300.00 
000.00 
820.00 
700.00 
400.00 
290.00 
000.00 
000.00 
000.00 
000.00 



2,520.00 
2,400.00 
2,520.00 
2,400.00 
2,400.00 
1,400.00 
2,400.00 
2,820.00 
2,400.00 
2,100.00 
2,000.00 
1,980.00 
1,800.00 
1,500.00 
1.440.00 
1,485.00 
1,380.00 
1.260.00 
1,200.00 
1.140.00 
1,080.00 
1,056.00 
900.00 
840.00 
780.00 
2,100.00 
2,100.00 
1.980.00 
1,800.00 
1,980.00 
2,070.00 



Title cf position. 



KA8TBBN BEOioN— Continued. 

Accountant 

Stenographer 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Statistical clerk 

Do 

Do 

Do 

Do 

File clerk 

Do 

Do 

Do 

Do 

Embargo clerk 

Do 

Assistant embargo clerk 

Draftsman 

Do 

Do 

Do 

Attendant 

Porter 

Do 

Do 

Do 

Stenographer and file clerk 

Telephone operator 

Do!!!!!!!!!!!!!!!!!!!!!!!! 

Do 

Do 

Do..- 

Do 

Messenger 

Do 

Do 

Do 

Do 

Do 

Do 

Assistant terminal manager. . . . 

Do 

Mechanical inspector 

Inspector 

Do 

Special i^ent 

Operating assistant 

Secretary 

Do 

Do 

Do 

Do 

Do 

Clerk-stenographer 

Do 

Do 

Do 

Do 

Do 



Num- 
ber 
of em- 
ployees, 



1 
1 
1 
3 
6 
6 
2 
1 
2 
2 
1 
9 
2 
12 
3 
6 
2 
5 
2 
4 
9 
1 
1 
1 
2 
3 
1 
1 
3 
1 
2 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
2 
3 
1 
2 
1 
2 
3 
1 
1 
2 
3 
1 
1 
1 
1 
1 
1 
1 
2 
1 
3 
1 
1 
1 
1 
1 
2 
1 
1 
1 
1 



Salary. 



$1 
t 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 

1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 



4, 
3, 
2, 
2. 
2, 
5. 
4, 
3, 
3, 
2, 
2, 
1, 
2. 
1. 
1, 
1, 
1, 
1, 
1. 



800.00 
250.00 
920.00 
800.00 
620.00 
500.00 
740.00 
460.00 
440.00 
375.00 
430.00 
320.00 
260.00 
200.00 
187.00 
140.00 
100.00 
680.00 
400.00 
080.00 
056.00 
800.00 
260.00 
200.00 
080.00 
056.00 
800.00 
260.00 
200.00 
056.00 
960.00 
920.00 
620.00 
800.00 
980.00 
500.00 
440.00 
200.00 
330.00 
400.00 
260.00 
100.00 
056.00 
200.00 
260.00 
200.00 
020.00 
960.00 
900.00 
840.00 
600.00 
900.00 
780.00 
750.00 
720.00 
660.00 
600.00 
540.00 
200.00 
600.00 
700.00 
400.00 
100.00 
000.00 
800.00 
600.00 
000.00 
400.00 
220.00 
920.00 
610.00 
800.00 
680.00 
620.00 
600.00 
500.00 
187.00 



88 APPROPRIATION FOB CONTROL OF TRANSPORTATION SYSTEMS. 

Statement skowing nmnber of employees, titUi and talaries of voiilvynt, of the cmlral on 
Tegvmal organiiationa, a* of May SI, /9 19-— Continued. 



EASTERN HEQION— CODtlniUd. 

Cterk-stenogntpbcr 

Clerk snd tetephone operUnr . . . 
Op^rHtlng inspector 

Do 

AssIaUnt chletcleik 

Do 

Do 

Do 

Telegrapb and telepbone engl- 

FreuSit reprsseotBtlTe 

Reconsignment clerk 

Member, subcommittee 

A^staut supervisor of sMrea. ■ ■ 

Superviaar lumber inspector 

CbleCsCMiMiclBn 

Requisition clerk 

Statlduery clerk 

Assistant file clerk 

rw 

Mall clerk 

Do 

Assistant to traffic asalatanl 

Office boy 

Asalstuit eOElncer 

CWel, Wage Bureau 

AsslsUal chief, Wue Duicbu. . . 

Wageclerk 

Typist 

Research enEineer 

Special engineer 

Traveling inspector. 

CUcfembargo dork 

Supervisor transportation 

Ucvemcnt clerk 

Report cbrk 

Record clerk 

Do 

Do... 

Chlettelegrapb operator 

Telegraph operator 

ChiettuB dispalcber 

Dl ipalcher, northeast coal Deet. . 

Ugnteraee clerk 

Assistant chief crunk dispatcher. 

Acoiuatant and stBtisllcian 

Tug dispatcher 

DemurTBeerlirkV.!!!!!!!!!!!!!! 

Assistant lighterage clerk 

Lor clerk 

Staff assistant 

Do ;;;;:::;:::::::::::; 

Do 

Bead, DsUoquent Bureau 

Auditing clcA 

Delinquent cletk 

ChlettTPlrt. 

Clitof clerk 

Transportatioii inspector 

^M Total 



RegloiiBl director 

Assistant regional director. 

Trafflc aa.iistanl 

Transportation assistant.. 

Mechanical assistant 

Engineering assistant 

Assistant to opersllng asab 

Terminal manager 

Resident traffic assistant. . 
Superintendent o[ stores. . 

Assistant to Mr, Capps 

StBtisllclBn 

no 

Do 

Freight service repairs. . . . 

Traffic control manager 

BuperlDtcndcnt of freight service 
Superintendent of car repairs... 

Engineer 

Superintendent of locomotive 

repairs 

Chief clerk to traffic assistant... 

Perishable trainc agent 

Special assistant 

Traffic control manBger 

Chief clerk to operating assistant 

Chief, wage Itif. 

auperlntendent ol Operating 

Division 

Division Special assistant 

Inspector of stations and piers . . 
Chief clerk to Che resident traffic 

Passenger service repairs 

Freight service rep^rs 

Travel uig service repairs 

Superintendent of train move- 
Secretary to traffic assistant 

Secretary to regional direotor... 
Secretary to assistant regional 

director 

Chief clerk 

Secretary to operating assistant. 

Chief clerk 

In charge export traffic 

ji'oy///^'/^'.'////.'.'.'.''.'.'.'.'.'. 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Asslalantsuperinlendenl frH^t 

Traveling siorekeepei 

Assistant chief clerk 

Do '.'.'.'.'.'. '.'.'.'.\\'.'\'.'..\ 

rar district clerk 

Stenographer — ....... 



APPROPRIATION FOR CONTROL OF TRANSPORTATION SYS 

Slatment tihowing number ofemployeeSy title* and salaries ofvotitwn, of 
regional organizations^ as of May SI, i5/5— Continued. 



Title of position. 



EASTSBN EEOION. 

I Bi^iaaal director 

jAsastant r^onal director 

Kstrirt director , 

Do 

Xtchanical assistant 

B4«ident traffic assistant 

Engineering assistant , 

Jlirine director , 

AFsLstaot, mail and express 

Tenoinal manager 

Do...TTrT: 

Do 

Do 

Do 

TrafBc assistant 

8p«ci«l agent 

Do 

Executive assistant 

Do 

Triffic control manlier 

Supervisor of stores 

Executive chief clerk 

Office assistant 

Do 

Do 

Do 

TniLvpoTtation Inspector 

Do 

Do 

Do 

Statistician 

Staff assistant to traffic control 

manager. New York 

Ckie clerk 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Pri?ate secretary 

Gtaeral clerk 

Chief, Report Bureau 

A^NSistant statistician 

^ief. Special Movement Bu- 
reau 

Traveling secretary 

t^ief , Mail Bureau 

Qaef, File Bureau 

Do 

Inspector, L. C. L. Bureau 

aerk....! 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Do. 

Do 

^ Do 

Viiff draftsman 

<^pervisor clerk 

Do 

'^ccoontaiit 

Do ■''**'*! 



Num- 
ber 
of em- 
ployee*'. 




2 
2 
2 
1 
2 
2 



5 
1 
3 

8 
2 



$60 

35 

35 

30 

20 

15 

15 

15 

10 

8 

8 

7 

6 

5 

12 

8 

2 

6 

4 

6 

6 

6 

6 

5 

3 

3 

6 

4 

3 

3 



000.00 
000.00 
000.00 
000.00 
000.00 
000.00 
000.00 
000.00 
000.00 
400.00 
000.00 
200.00 
500.00 
400.00 
000.00 
000.00 
700.00 
500.00 

aoo.oo 

500.00 
000.00 
000.00 
000.00 
000.00 
600.00 
000.00 
000.00 
000.00 
600.00 
000.00 
000.00 

000.00 
800.00 
600.00 
300.00 
000.00 
820.00 
700.00 
400.00 
290.00 
000.00 
000.00 
000.00 
000.00 



520.00 
400.00 
520.00 
400.00 
400.00 
400.00 
400.00 
820.00 
400.00 
100.00 
000.00 
980.00 
800.00 
500.00 
440.00 
485.00 
380.00 
260.00 
200.00 
140.00 
080.00 
056.00 
900.00 
840.00 
780.00 
2,100.00 
2,100.00 
1,980.00 
1,800.00 
1,980.00 
2,070.00 



BASTEEN RxaioN>-continued. 

Accountant 

Stenographer 

Do 

Do 

Do 

J>o 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Statistical clerk 

Do 

Do 

Do 

Do 

File clerk 

Do 

Do :.. 

Do 

Do 

Embargo clerk 

Do 

Assistant embargo clerk 

Draftsman 

Do 

Do 

Do 

Attendant 

Porter 

Do 

Do 

Do 

Stenographer and file clerk . . . 
Telephone operator 

Do!!!!!!!!!!!!!!!!!!!!i" 

Do 

Do 

Do..- 

Do 

Messenger 

Do 

Do 

Do 

Do 

Do 

Do 

Assistant terminal manager... 

Do 

Mechanical inspector 

Inspector 

Do 

Special agent 

Operating assistant 

Secretary 

Do 

Do 

Do 

Do 

Do 

Clerk-stenographer 

Do 

Do 

Do 

Do 

Do 
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Statement ahotoing number of employees, tides and salaries of positianSj of the central m 

regional organizations^ as of May SI, 1919--Contmned. 



Title of position. 



SOUTHERN REGION— oontiiuied. 



Operating clerk 

Transportation clerk 

Do 

Embargo clerk 

Secretary to acting operator 

assistant 

Senior assistant engineer 

Assistant engineer 

Office engineer 

Engineering clerk 

Chief draftsman 

Draftsman 

Junior draftsman 

Assistant to staff officer, traffic. . 

Executive traffic clerk 

Traffic clerk 

Do 

Secretary to traffic assistant 

Clerk, routing committee 

Service Bilreau clerk 

Bureau clerk 

Trace clerk 

Record clerk 

Do 

Messenger and mail clerk 

Terminal train master 

Chief clerk, secretary 

Assistant to terminal manager. , 
Chief clerk to regional purchase 

commission 

Chief instructor inspector 

Chief clerk to tie commission 

Instructor, inspector 

Assistant statistician 

Secretary 

General clerk 

Do 

Service Bureau clerk 



Num- 
ber 
of em- 
ployees 



Total. 



NORTHWESTERN REOION. 



Regional director 

District director 

Assistant regional director 

Traffic assiataat 

Do 

Do 

Dlstrirt manager 

Terminal manager 

Do 

Do 

Engineering assistant 

Operating assistant 

Car service assistant 

Do 

Supervisor of stores 

Supervisor of merchandise 

Traffic supervisor 

Supervisor of transportation. . . 
Assistant to district director. . . 

Acting terminal manager 

Supervisor of car service 

Mechanical engineer 

Supervisor 

Do 

Office manager 

A8.sistant 9uper\'isor of trans- 
portation 

Statistician 

Prim, assistant engineer 

Assistant to terminal manager . 
Assistant engmeer 



Salary. 



153 



S3 
3 
2 



3 
3 
2 
2 

i; 
1 

1 

2, 



000.00 
600.00 
220.00 
700.00 

100.00 
200.00 
300.00 
000.00 
400.00 
400.00 
920.00 
720.00 
000.00 
000.00 
400.00 
220.00 
400.00 
050.00 
184.40 
680.00 
680.00 
200.00 
080.00 
720.00 
000.00 
740.00 
600.00 

000.00 
000.00 
100.00 
100.00 
680.00 
620.00 
620.00 
080.00 
400.00 



50,000.00 

25,000.00 

20,000.00 

20,000.00 

8,(X)0.00 

3,600.00 

10,000.00 

10,000.00 

9,000.00 

7,000.00 

6,000.00 

t;, 000. 00 

6,000.00 
4,800.00 
6,000.00 
5,000.00 
.■t.QOO.OO 
4,800.00 
4,800.00 
4,800.00 
4,500.00 
4,200.00 
4,200.00 
3,000.00 
3,600.00 

3,600.00 
3,600.00 
3,600.00 
3.600.00 
3.600.00 



Title of position. 



NORTHWESTERN REGION— «on. 



Assistant engineer 

Chief clerk 

Do 

Do 

Do : 

Chief clerk engineer 

Office engineer 

Supervisor of special service . . . 

Fire inspector 

Assistant 

Correspondent 

Assistant supervisor of car 

service 

Car agent 

Clerk 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Secretarv 

Do 

Do 

Assistant chief clerk 

Instructor inspector 

Supervisor inspector 

Traveling inspector 

Yard inspector 

Do 

Assistant to supervisor inspector 

Supervisor 

Chief clerk 

Do 

Do 

Do 

Do 

Stenographer 

Do 

Do 

Do 

Do 

Do 

Cook 

Porter 

Operators, 671 cents per hour. 
Clerk 



Num- 
ber 
of em- 
ployees 



Salan, 



Total. 



2 
I 
2 
6 
1 
1 
1 
1 
1 
1 
1 



I3.30Q 
ZM\ 
3.0n> 
2.711' 
2.*« 
3.(ki 

z,m 

3.fti' 
3, (A) 
3. Oil', 
2.7ir 



1 1 


2.7'^ 


I 


2.7.I 


3 


2.7« 


1 


Uti 


2 


2,?«, 


1 


2Xs 


I > 


2.Wi 


.•i 


2.1" 


2 


2.'^. 


1 


2.011 


1 


h^} 


18 


l.Mt 


K 


l.fi^i 


4 


hfJ\ 


1* 1 


1,>. 


" 


l.«' 


.-> ' 


l.« 


2 i 


l.v 


IH 


i.ai 


2 


i.r. 


1 


i.>; 


16 


1.: 


3 


l.'.v 


2 


!.:• 


1 


i.** 


3 


1.'^ 


2 


va 


1 


ly 


11 


Ml 


4 


« 


2 


h. 


1 


- 


1 


il 


1 


2.:« 


1 


2.W 


1 


2.P 


1 


2.*" 


2 


2.J' 


1 


2.*' 


1 


2.»^ 


1 


2.:y 


1 


2.1' 


1 


^,y 


1 


I.V' 


1 


2.' 


1 


2.1' 


1 


l.N' 


1 


1.^' 


I 


i.«y 


2 


!.?• 


1 


i.'N 


1 


1.*-' 


1 


i.K 


2 


i...'» 


1 


1./: 


1 


1..:.^ 


1 


!..»' 


6 




2 


< *. 



?34 
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\tatement showing number of employees^ titles and salaries ofpositum, of the central and 
regional organizationSf as of May SI, 1919 — ^Cfontinued. 



Title of position. 



TENTRAL WESTERN REGION 

teeional diiectw 

is^stant regional dLector 

"raffic assistant 

Ingineeiing assistant 

Do 

"ruLsportation assistant 

louting assistant 

ssLstaat, traffic department. . 

'istiict dlrertor 

ssLstant district director 

fTico manai^er 

xecutive chief clerk 

hief clork 

Do t 

Do 

Do 

tenographer 

Do 

Do 

Do 

Do 

Do 

5cretary to regional director. . 
icrctarv to assistant r^onal 

director 

ispector of transportation 

i[)cr\'isor loss and damage 

wretary to transportation ar- 

sisiant 

.M.N. and report clerk 

. H. B. and tracing clerk 

Brmit clerk 

erk 

Do 

Do 

Do 

Do 

Do 

echanical assistant 

61 k 

atistician 

Do 

ssistant statistician 

raipf ometer operator 

5si5fant onMneer 

Ificp €wigineer 

lerc'taiy to en^neer assistant, 
enoqraphei -clerk 

Do 

Do 

isistant chief clerk 

Bncil cutter 

lief mall clerk 

ief file clerk 

le clerk 

Do 

Do 

Do 

^morandum and certification 

jerk 

i\\ clerk 

issenger 

r>k, car 8 

rter, car 8 

rler and messenger 

nretary to chairman 

[ice boy 

ief tie inspector 

ief treatment inspector 

xitment inspector 

> inspector 



Num- 
ber 
of em- 
ployees. 



Salary. 



5 
2 



S50 
20 
20 
12 
2 
8 
7 
ft 
35 
6 
4 
.3 
3 
2 
2 
2 
1 
1 
1 
1 
1 
1 
2 

1 
3 



000.00 
000.00 
000.00 
000.00 
400.00 
4«i0.00 
500.00 
0G0.00 
000.00 
000.00 
000.00 
300.00 
000.00 
400.00 
220.00 
700.00 
764.00 
680.00 
500.00 
440.00 
320.00 
200.00 
640.00 

080.00 
600.00 
900.00 

800.00 
920.00 
920.00 
800.00 
800.00 
6M0.00 
62(^00 
5(X).00 
400.00 
980.00 
000.00 
050.00 
(lOO.OO 
800.00 
100.00 
320.00 
000.00 
000.00 
MOO. 00 

.•w.oo 

320.00 
200.00 
220.00 
380.00 
980.00 
100.00 
380.00 
320.00 
200.00 
080.00 

200.00 
050.00 
720.00 
380.00 
300.00 
320.00 
500.00 
720.00 
400.00 

8oaoo 

800.00 
800.00 



Title of position. 



|i 



Num- 
ber 
of em- 
ployees. 



CENTRAL WESTERN RBOION— 

continued. 

Tie and lumber clerk 

Employment agent 

Terminal manager 

Accountant 

Transportation supervisor . . — 

Jimior clerk 

Secretary to district director — 

Traffic inspector. 

Traffic clerk ^ 

Do 

Service inspector 

Secretary to assistant to district 

director 

Cook, district director car 



Total. 



SOUTHWESTERN REOION. 



Regional director 

Assistant regional director 

Traffic assistant 

Assistant to traffic assistant 

Engineering assistant 

Secretary to regional director. . . 
Stenographer to regional direc- 
tor 

Stenographer to assistant re- 
gional director 

Supervisor of oil traffic 

Chief clerk 

Do 

Clerk 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Stenographer 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Chief clerk, file and mall 

Do 

Messenger 

Superintendent of transporta- 
tion 

Siiperintendent of car service . . . 
Office manager 

Do 

Statistician 

Passenger assistant 

Telegraph and telephone engi- 
neer 

Chief clerk engineering assistant 



1 
3 



120 



Salary. 



li,8oaoo 
2,4oaoo 
3,9oaoo 

2,400.00 

3,3oaoo 

960.00 
2,400lOO 

3,3oaoo 

1,800.00 
2,100.00 
2,400.00 

2,400.00 
1,200.00 



50,000.00 
15,000.00 
20,000.00 

6,000.00 
12,000.00 

2,400.00 

2,100.00 

2,100.00 
4,200.00 
2,400.00 
2,100.00 
2,700.00 
2,400.00 
2,340.00 
2,220.00 
2,100.00 
1,080.00 
1,740.00 
1,680.00 
1,620.00 
1,500.00 
1.020.00 
960.00 
900.00 
840.00 
780.00 
2,100.00 
1,740.00 
1,620.00 
1.560.00 
1,500.00 
1.440.00 
1,400.00 
1,320.00 
1,200.00 
1,140.00 
1,080.00 
2,700.00 
1,740.00 
128.00 

6,000.00 
4,500.00 
4,500.00 
3.600.00 
3,300.00 
4,200.00 

3,600.00 
3,300.00 
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Statement showing number of employees, titles and salaries of positions, of the central 4\ 

regional organizations, as of May 31, i5/9-— Continued. 



Title of position. 



SOUTH WESITlUiN BEOION— COD. 

Chief clerk to superintendent of 
transportation 

Chief clerk to traffic assistant — 

Chief clerk to supervisor car 
serrioe 

Secretary 

Typist 

Comptometer 

File clerk 

Mimeograph operator 

Porter 



Num- 
ber 
of em- 
ployees. 



Salary. 



Title of position. 



Num- 
ber 
of em- 
ployees. 



S3,300.00 
3.000.00 

2,520.00 
2,100.00 
1,440.00 
1,440.00 
1,260.00 
1,260.00 
1,140.00 



SOUTHWESTERN REGION— «HL 

Supervisor of stores 

Chairman, subcommittee For- 

eien Products Section 

Asstetant supervisor of stores.. 

Lumber inspector 

Do 

Secretary of stores 

Office boy 

Total 



92 



Salal 



S6.0O 




RECA PITIXL ATION. 



Division: 

Director General, general office 

Finance 

Purchases 

Capita] expenditures 

Operation- 
Division, proper 332 

Car service 150 

Traffic 

Accounting 

Public service 

Liabor 

Law 

Inland waterways 

Board of railroad wages and work- 
ing conditions 

Total, central administration 



Number 
of em- 
ployees. 



250 
39 
52 
40 



491 

115 

277 

59 

61 

61 

9 

5b 



1,504 



Regions: 

Eastern 

Allegheny 

Pocahontas 

Southern 

Northwestern... 
Central Western. 
Southwestern. . . 



Nuxnl 

of eij 
ploy^ 



Total, regional administration. 
Grand total, all employees . . . . 



Ij 



2^ 



Attempts to Discredit Government Operation of Railroal 

The Chairman. During the past few weeks in some of the leadi 
newspapers articles have appeared charging that some of tne mini 
raiboad officiaJs, who have been left in charge of their divisions or, 
charge of some work by the Railroad Admmistration, have btj 
doing everything in their power to discredit the Government oper 
tion of railroads; it has Wn charged that some of these mini 
officials are padding pay rolls; that they are mcreasing tlie pay ^ 
employees to the extent of twenty times the pay they formei 
received; that they are employing men whose services are not ncexl^ 
and things of that kind. I suppose these articles have come to > o 
attention and I wanted to inquire what basis of fact exists for al 

such charge of that kind. . . «^*;,,ioc J 

Mr. Hines. I have not seen, Mr. Chairman, any recent article. 
that subject. A great many charges of that sort were current durj 
.^,o ..i^.;.ii., .!..«:..« *v^ L^\^ «a^f r.f fhP voar. and every time a^ 

to our attenti^ 
recall a sing 



Slalmmt AowiTig number of emptoyeet, IUUm imdtidaneiofjumtion, of the emtral a\ 
regional orffaniaUiont, a* of May 31, 1919— Continue<d. 



Titlt ol posilloii. 



' KHriinuJ dlicctor 

AsjKtBnt reglona] dLecUf 

Trafnc aKbUnt 

tr\pBeer\nt malaaat 

TrmipmisHim HKlsiani 

HouifngaoisUnl 

ABbUDl, traffic department. . . 

Wsnict iiterur 

.laltlinl lUstilcl dltector. 

F.iecii ili-fl chief iieii'.'.'.'.'.'.'.'.'.'.'. 
niiffclcck 

no : 

Do 

Do 

Sieoosrspher 

Do!;:;'";'"'!'!"]';!!];!! 
Do 

Do 

Do 

SwretaTT W regioiul director . . . 
BKtcuTT tfl ssnisbuit K«[anal 

InsfWClOT nt transjiorlalion 

Bu[>cn'h(B' loa^ and daniigc- 

Swielin- In (ransportation ar- 

I. H. M.iiid VVdw t eieri: '.'.'.'.'.'. 

^'U.B. and trnclni clerk 

l^mitderk. 

Clok 

Do 

Do 

Po 

Do 

t>o 

Ucchuiica] BSlstont 

rifEk 

T>o..^/V.'.'.'."'." '..'.'. '.'.'.'.'.'. 

IssisUnt sisllf llclwi 

■oinTiTometer ov^mUtr 

>s5isiant (msliieer 

^irfwOTnlnoer 

Simnnnphe^clerk 

Do:;::;::!";";;;::;;::;:: 

Asslitant cblef Clark 

SMBciJ cutter 

Ctiitl mall clerk 

Chill file Clark 

flit clerk 

Do 

Do 

Do 

■morinduin end oertlflcstloD 

.clerk 

«Ulcierk 

?^n?i"::-:::::::::::::::: 

Poner,c»8 

roFiet uid mtssenger 

™i«arT to eh»lnniin 

OfflMbM 

Chief tlBtospector 

<niel treatment Inspector 

Tnaiment Inspector ........... 



P Terminal manager.. 



Secretary to ait^tant to district 



I Regional 



Stenographer to regional dl 

Stenograr*er to saslstant 

Kional director 

Suueivisor ol dl traffic 

Chiel clerk 



Ltondeut dI transporta- 



1*00.00 '1 Telunraph and t* 



11.800.00 

s'waoo 
3,«n.iio 

3,300.00 
96a 00 

s.waoo 

3,300.00 



100.00 

100. oo 



94 APPROPRIATION FOR CONTROL OF TRANSPORTATION SYSTEMS. 

tion, but I do mean it is a matter that the Government must loo 
after very closely in order to see that the property is not ovei 
maintained through the enthusiasm of the subordinate officials t 
have the best property they can have. 

Transportation Investment. 

The Chairman. You have an item of transportation for inve> 
ment, $6,056,118, as compared with $7,270,872 as the average durir 
the three te^t periods. What does that item represent ? 

Mr. HiNES. Mr. Chairman, the Interstate Commerce Commissioi 
rules contemplate that when a railroad transports property which 
to be put into additions and betterments the cost oi transport i 
that property shall be charged into the cost of the investment: i 
other words, that the property investment shall be increased by t: 
cost of transporting the property and that there shall be a correspou' 
ing credit to operating expenses. Of course, it cost something t 
carry the property, ana the theory of the commission is that the a 
of the property, as it appears in the investment account of the caiTir 
shoula reflect the total cost, including w^hat it has cost to trans]» 
materials over the railroads for the purpose of putting them in tliertj 
and, of course, if that is charged to that account in must be credits 
to operating expenses because the actual cost of it is already involve 
in operating expenses. So that is simply a credit offsetting an add 
tion to the mvestment account which has been made during the ye: 
on account of the transportation of materials over the railroad uj 
which the additions and betterments are made. 

Expenses of the Federal Raclroad Administration. 

The Chairman. The next item is with regard to railroad admiiii 
tration expense. Is that included in any of the items of expen>^ 
previously referred to ? 

Mr. HiNES. No; that is an additional item. 

The Chairman. Does that include all of the Railroad Admin i- 
tration expense, or does it include OQiy the expense of the ceiiiu 
organization that is not chargeaole to the se^^erai roads? 

Ml. HiNES. That includes, Mr. Chairman, the central and regions 
organizations' expenses, none of which are charged to the separau 
railroads. 

Uncollectible Railway Revenues. 

The Chairman. You hav^e an item of uncollectible railway revenutH 
of $613,206. Is that item included in the $4,913,319,604? 

Mr. HiNES. Mr. Chairman, that uncollectible railway revenue is m 
account which results from the requiiements of the Interstate Com 
merce Commission. It frequently happens that the freight char<rej 
shown in an expense oill are less than they ought to be, due to an 
error by some clerk in computing the rate, weight, and total charge-; 
the shipment is delivered to the consignee, who pays the amount 
shown m the expense bill, and frequently it appears that he has in! 
paid enough. Then the commission requires that an effort be ma<!< 
to collect the re^t. It may be that the consignee has disappeared or 
that he can not be made to pay; he may be judgment proof; arjl 



whenever it is eatabliahed, after proper investigation, that an under- 
chai^ can not be collected it is then put into this account of uncollect- 
ible revenues and represents, in effect, an amount to be deducted 
horn the operating revenues which are shown at the top. 

The Chairman, It is included, then, in the operating revenues 
shown at the top ? 

Mr. HiNES. It is included, yes; in a broad sense. Of course, this 
Dncollectible railway revenue develops when the fact develops that 
Ihe underchai^e can not be collected. As a matter of fact, that 
lindercharee may actually have been made in the preceding year, 
but they do not attempt to go back and reconstruct the account; 
Ibty just put it in the current year, so that it is a sort of a running 
iffair. 

The Chairman. It appearing, as a matter of fact, that the revenue 
is not collectible, the extent to which it is not collectible will be added 
lo your deficit for the year 1918 ? 

Mr. HiNEs. Well, the thing has already happened; it is a book- 
keeping matter, and it will just figure in another year; but of course 
what has been collected has been collected, and the extent to which 
there is a correction is a bookkeeping proposition, and the correction 
is made when the fact develops. 

The Chairman. And when the fact does develop it will increase 
the deficit, if there is a deficit, for the year when the fact of the un- 
coUectibility of the item is finally determined ? 

Mr. HiNEs, Yes; but, as I look at it, that is a matter that practi- 
tslly takes care of itself year by year, and I do not believe it would 
have any appreciable effect on the deficit. 

The Chairman, In arriving at your deficit you had, of course, to 
lake into consideration your total operating revenue? 

Mr. HiNEs. Yes, sir. 

The Chairman. And you assumed that that was $4,913,319,904. 
^'ow, if, as a matter of fact, you have included in that an item of 
Wl3,206 that is uncollectible, then your deficit sometime or other 
nil reflect that loss ? 

Mr. HiNEB. We have abeady taken that out in arriving at our 
lieficit. 

The Chairman. Where have you taken it out? 

Mr. HiNES, We have deducted it before arriving at this deficit 
of 5218,000,000, at the bottom of the page; in other words, that is 
taken out before arriving at this figure of net income of $686,771,636. 

Standard Return. 

The Chairman. This statement shows the standar 
1918 as $905,035,136, but that is not the entire amount of 
J^tum, but is only the standard return on the class 1 r 
large terminals. 

m. HiNEs. Yes. 

The Chairman. You have a table of the results 
"f ihe operated properties for the year ended DecemI 
'I'hich does give the full amount of the standar 
*9W,669,104.57, and it also gives the net loss for 
*'i36,l 84,940.08. 

Mr. Hikes. Yes. 
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The Chairman. This statement embraces all of the properti 
under Federal control, does it ? 

Mr. HiNES. Yes; and that is the figure which is included in oi 
estimate for the appropriation. 

The Chairman. I will ask you at this point to put in that table. 

Mr. HiNES. Yes. 

(The statement referred to follows:) 



Results of operation of operated properties for year ended Dec. Sly 1918. 

[Figures in italic indicate deficit or loss.] 



Item. 


Steam roads. 


Electric rail- 
ways. 


Sleeping-car 
lines. 


Carriers by 
water.i 


Onerstinfir revenwes 


$4,930,563,716.56 
4,013,460,506.86 


$10,116,280.67 
7,104,346.46 


$49,967,146.77 
40,503,009.54 


$40,175,533. 


ODeratinr expense? 


38.663,891. 






Net revenue from operation. . . 
Other income credits 


007,094,209.70 
208,357,065.88 


3,011,934.21 
2,182,623.06 


9,374,077.23 
2,895,266.06 


1,511.644. 
4,398,763. 






Gross income 


1,115,451,295.58 
416,523,630.97 


5, 194, 557. i7 
1,867,997.31 


12,209,343.29 
4,200,141.29 


5,910.407. 


Taxes and other deductions from in- 
come (exclusive of compensation 
accrual*) . - . , - 


1,068,514. 






Net income (exdufiive of com- 


698,927,655.61 
2,195,556.39 


3,326,559.96 
595.45 


8,069,202.00 
3,168.29 


4.841,892. 


Miscellaneous profit and loss items- 
net 


12,068. 






Profit and loss balance (ex- 
clusive of compensation ac- 
cruals) 


701,123,212.00 
917,451,526.07 


3,327,155.41 
8,007,923.42 


8,072,370.29 
12,660,873.57 


4,853.960.1 


Compensation accruals 


7, 539. 691. J 






Net nrofit or loss 


tie, 528,914.07 


319,231.99 


4, 697, 60S. t8 


t, 686, 730. 1 







Item. 



Operating* revenues. 
Operating experses. 



Net revenue from operation, 
other income credits 



G ross income 

Deficit— American Railway Express Co. to Dec. 31,1918. 

Taxes and other deductions from income (exclusive of 

compensatian accruals) 



Net Income (exclusive of compensation accruals). . 
Miscellaneous profit and loss items— net 



Profit and loss balance (exclusive of compensa- 
tion accruals) 

Compensation orcrnals 



Inland 
waterways.* 



$937,642.63 
2,068,856.58 



1,181,918.96 
3,620.37 



l,lt7,59S.6S 
U', 765.03 



1,143,368.61 



1,143,!,68.61 



Director gen- 
eral's central 
organiiation. 



$3,647,143.23 



8,647, 14s. tS 
1,446,936.87 



t, too, 186.96 
9,5J0,000.0U 

49,199.13 



11,749,885.49 
120.00 



11, 749, £66.49 



Netprofitoi loss 1,143,368.61 



11,749,(66.49 



Total 



$S 021, 760. 322 1 
4, 106, 546, M4 ^ 



91G,213,50S.« 
219, 2W, 315. 4 

1,13«.497.S23I 

9,300,0tir).fl 

423, 725. 257. »i 



702, 272. .Vc. "I 
2,211,5«<.f 



704,4S4,o:4.<t 

94O,«59,01^-^ 



?>'/,/&<, '4^' 



Note 1.— Under caption "Carrleis by AVater" are included operations of: Baltimore Steam Pack*»t Liw 
Central Vermont Transportation Line, Cbeasaneake Steamship Line, Champlain Transportation Lir* 
Clvdc Steamship Line, Phect Navigation Line. Hartford A: >'ew York Transportation Line, Uhm 
Valle*' Transportation Li':e, Lake ^Je^r^e Steimboat Llae, Mackinac Transportation Line, Mirq":o'te d 
Bessemer Fctv, Mallory StejmshlD T..ine, Meicbants & Miners Trans jwrtation Line. Tew Knqtand Stf-im 
ship Li \e, XeV Bedford. Marth«w Vineyard & Nantucket Steamboat Line. Natchez A Louisiana «*>• 
roid & Tran.sfer Line, Old Dominion Steamship Line, Ocean Ste unship Une, Philadelphia 4 C<inia»'.i 
Ferrv, San Franclsci 4 Portland Steamship Line, Southern Pacific Steamship Line. 

Note 2.— Undei caption "Inland Waterways" are Included operations of: Boston. Cape Cod & ^*** 
York Canal, Ne*r Jersey Canal Section, New York Canal Section, Mississippi Warrioi Rivera Uiiiricf. 
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The Chairman. You have not entered into final contracts with all 
the roads in regard to the amount of their standard return, I under- 
stand. 

Mr. HiNES. No, sir. 

The Chairman. In arriving at the standard return, and also at the 
amount of your deficit, you have assumed, I take it, that the amount 
of the standard return in each case where there is a dispute is the 
amount that is fixed by the law and where special circumstances 
?nter into the case you have simply added the amount which you 
Feel, in your judgment, they would be entitled to because of those 
special considerations. 

Mr. HiNES. Our fi^re here of compensation accruals is based on 
the actual compensation agreed on in each case where an agreement 
iias been reached, and in cases where an agreement has not been 
reached it is based on the standard return without any addition, but 
3ur total figure here of $940,669,000 contains an allowance of about 
U ,500,000, which would be a sort of reserve to take care, generally ^ 
3f additions to compensation that might be made in other cases. 

Claims for Extra Compensation. 

The Chairman. That is, you have added to the aggregate amount 
)f the standard return about $1^,000,000 to take care of special cases 
ivhere some special consideration must be given ? 

Mr. HiNES. )n all cases where up to December 31 we had already 
igreed on additional compensation, we took that at the figure agreed 
)n and we added about $1,500,000 to take care of additional possi- 
bilities in that direction. 

The Chairman. In some cases, I take it, because of extensions to 
•cads or other general improvements that increased the investment 
)f the roads that did not enter into the pre-war test period, you have 
lad to make some special allowance ? 

Mr. HiNES. Yes; there have been some special allowances made. 

The Chairman. Are there any of those cases pending where the 
imount of the special allowance has not been agreed upon ? 

Mr. HiNES. There are a number of cases pending where the 
imount has not been agreed upon. 

Mr. Slemp. Mr. Hines, will you put in a list of the railroads with 
vhom contracts have not been signed with reference to extra claims 
or compensation ? 

Mr. HiNES. Yes. 

(The statement referred to follows:) 

Statement showing names of railroad companies which have filed claims for compensation 

in addition io standard return and disposition thereof. 

Recapitulation of claims allowed to June 1, 1919, in excess of standard 
return: 

Baltimore & Ohio ^ $2, 136, 932. OO 

Chicago, Milwaukee & St. Paul 440,082.39 

Carolina, Glinchfield & Ohio 173,798.41 

Northwestern Pacific 172, 479. 59 

Missouri & North Arkansas 161, 230. 00 

Kansas City, Mexico & Orient 140, 926. 61 

* Baltimore & Ohio allowance includes $1,724,800 allowed for Toledo & Cinclmiati Division, which had 
o separate standard return, for the reason that during the test period it formed a part of the lines of the 
ineinnati. Hamilton & Dayton and made no separate report to the Interstate Commerce Commission. 

121157—19 7 
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Recapitulation of claims allowed to June 1, 1919, in exceBS of standard 
return — Continued . 

Georgia & Florida R. R. (including Augusta Southern) $116, 000. fti 

Western Pacific 86,229.:» 

St. Louis Southwestern 67, 303. > 

Cumberland & Pennsylvania 19, 885. o^- 

New York, Susquehanna & Western 19, 807. ft* 

Wrightsville & Tennille 16,531.:\ 

Salina Northern 15, 000. 0- 

Van Buren Bridge Co 11, 126. 4? 

Louisville & Wadley 2,819.5: 

Trinity & Brazos Valley (lump sum) 100, 000. Ofi 

Gulf, Texas & Western (lump sum) 29, 734. *-' 

Total 3, 709, 887.0^ 

Claims denied to June 1, 1919: 

New York Central 5,339,941.:'" 

Chicago, Rock Island <fe Pacific 5,193.045.:^ 

St. Louis-San Francisco 4, 971, 520. :»' 

Missouri Pacific 4, 383, 736. 1. 

Wabash 2,731,368.(« 

New York, New Haven & Hartford 2, 000, 000. i« 

Great Northern 1, 426, 320. (» 

Erie Railroad 1, 397, 577.i^. 

MinneapollB & St. Louis 1, 073, 680. 7" 

Lehigh Valley 900, 273.^^ 

Boston & Maine 809, 624 'M 

St. Louis Terminal Association Lines 696, 593. " 

Delaware & Hudson 693, 86 1 . ^ 

Evansville & Indianapolis 622, 504 * - 

Union Pacific 595. 079 i» 

Cincinnati, Indianapolis & Western 529, 699. •• 

Illinois Central 524, 736 ^• 

Detroit, Toledo & Ironton 512, 791 1' 

Norfolk Southern 476, 595 - 

Chicago, Indianapolis & Louisville 470, 808 . 

Northern Pacific 437, 579 .' 

Chicago, Terre Haute & Southeastern 392, 8o*i • 

Louisville & Nashville 341, 776 • 

Norfolk & Western 189, 700." 

Pullman Co 160, 000 " 

New Orleans Great Northern 156, 192 . 

Philadelphia & Reading 128, 059 ' 

Gulf & Ship Island 124, 90> • 

Waterioo, Cedar Falls & Northern 123, 410 - 

Louisiana & Arkansas 120, 695 • 

Toledo, Peoria & Western 120, 260 . 

Ann Arbor • 109, 721 " 

Bangor & Aroostook 107, 170.:- 

Hudson & Manhattan 89, 224." 

Minneapolis, St. Paul & Sault Ste. Marie 86, 084 ' 

Port Townsend & Puget Sound 74, 863.' 

Ulster & Delaware 71, 722 - 

Lehigh & New England 57, 520.4 

Kansas City Southern 57, 447. . 

Toledo Terminal 47, 000. v 

Port Reading 42, 28S - 

Galveston Wharf Co 32, 479. < 

Detroit. Bay City & Western 18, 000.<" 

Wildwood & Delaware Bay 15, 562. 7 

Galveston, Houston & Henderson 9, 45^. •■ 

Catasauqua & Fogelsville 1 8, 107. ". 

Piedmont & Northern 2, fJOo : 

Atlantic City Railroad 642 v 

Total 38,474,095.:!: 
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riainu vilhdiBWD to June 1, 1919: 

fUcago Great Western $171, 513. 49 

Elirin. Joilet 4 EaHtem 116, 756. 01 

-Viahville. Chattanooga & St. Louis 78, 230. 47 

finnera Grain & Shipping Co 53,647.33 

Atlantic Coast Line 44, 361. 84 

Ocean Steamahip Co 43, 818. 97 

Tentral of Georgia 39, 4fi8. 09 

Total 546. 796. 10 

Cliima pending June 1, 1919: ' 

Missouri, Kansas & Texas System (3 clBimst 5,559,539.61 

.Southern 4, 771, 398. 97 

Wheeling 4 Lake Erie 2, 828, 314. 63 

.New York, Chicago & St. Louis 2, 732, 941. 09 

Sea!)08rd Air Line 2, 538, 72B. 00 

Wefltem Maryland 1,883,478.94 

Gulf Coast Lines 1, 487, 722. 75 

N>«- York Connecting 1, 469, 758. 80 

lliicago & Alton 926. 685. 08 

Florida East Coaet 672, 804- 71 

[ Chicago & Eastern Illinois 414, 159. 12 

I Missouri, Oklahoma & Gulf (approximate) 211, 480. 00 

Fort Dodge, Des Moines & Soutnem 154, 1R4. 39 

.itianta, Birmingham 4 Atlantic 134, 823. 16 

International & Great Northern 129, 259. 18 

Houston & Brazos Valley 102, 733. 00 

Pittsburgh & Shawmut 157, 302. 81 

EBcanaba & Lake Superior 46, 31). 99 

Pacific Coast 35, 222. 28 

Vickoburg, Shreveport 4 Pacific : 28, 780. 00 

Total 26, 285, 606. 51 

Cliiins denied and now pending before the Interstate Commerce Com- 
miasion board of referees: 

Boston. New York 4 Cape Cod Canal 495, 644. 04 

San Antonio, Uvalde & Gulf 216, 054. 32 

Midland Valley 87, 145. 13 



Total 798, 843. 49 

Carriers bv Water. 

The Chairman. Mr. Hinea, in the general balance shetst statement, 
December 31. 1918, you include two separate items with regard to 
*ater transportation, one under the heading, "Carriers by water," 
and the other "Inland waterways." What was the reason for 
Iteeping the expenses of this servire separated in this way? Was it 
so you could determine the actual experiment on the inland 
If aterways ? 

Mr. HiNEs. It was because we had two distinct classes of opera- 
tion that we wanted to segregate for convenience and for observing 
iheia. One set of operations were those which had been for many 
years carried on by the various railroads, and which the Govern- 
ment was carrying on simply As an incident to operating those rail- 
iDada, and the other were these operations which the Government ia 
<arrying on as a result of the pohcy indicated in the P'ederal control 
an. and they seemed so clearly distinguishable that it was desiiable 
to keep them separate. 

' Arnounl not stated in cisin 
Sapcrln St Isbp«ming Ity. Co., < 
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The Chairman. In one case you simply took over the properties 
as you did the other railway properties, and in the other you actually 
own the property. 

Mr. HiNEs. Yes; in the second case we acquired certain properties 
for the purpose of making what you might call a new experiment in 
operation. 

The Chairman. Taking the first case, ^'Carriers by water,'^ what 
was the total revenue from all sources from that service ? 

Mr. HiNES. That is shown on this statement which you have 
asked me to put in the record. That same classification is made, 
and you will see the column headed, ^'Carriers by water/' which 
shows that the operating revenues for 1918 were $40,175,535.90. 

The Chairman. What was the operating expense ? 

Mr. HiNEs. That is shown there also, $38,663,891.85. 

The Chairman. Does that include all items that would be properly 
chargeable to operating expense ? 

Mr. HiNES. It is my understanding that it does. 

The Chairman. Are there any items carried under central organi- 
zation that might, if that service were carried on separately, be 
chargeable to that item ? 

Mr. Hines. I think there would be a negligible amount only 
There is a comparatively small part of the work of the division of 
operations which is connected with that class of water service, but 
I think it would be a very small part of that that would be seg^^ 
gated and applied to that. 

The Chairman. This is a service that is connected with some of t!i» 
railroad companies ? 

Mr. Hines. Yes; there is shown here in note 1 on this statement tht 
various lines that are included. 

I 

Inland Waterways. 

The Chairman. Now, take up the item, ''Inland waterways''; y(): 
have an operating revenue of $937,642.63, and your operating expen>» 
was 82,068,856.58. Why was the operating expense so large in tbh 
case ? 

Mr. Hines. A very important reason for the great excess of expon^^^ 
over revenue there was that it was an entirely new ser\ace ana \va- 
just beginning to be developed. It is generally true that a service if; 
its purely formative stage does not begin to pay for itself. I think 
that is tlie leading explanation of that. It is our hope that when tlur 
service is fairly established and the equipment, in aU respects, design«< 
for it obtainecl, that a satisfactory showing will be made, although ii 
is a matter that remains to be proved or disproved by actual expt- 
rienoe. 

New York State Barge Canal. 

The Chairman. You stated yesterday that you have taken over 
several waterways. Yoi; have been operating the New York Statt- 
Bar^e Canal. Did the Government buy that canal ? 

Mr. Hines. No; the Government has nothing to do with the owner- 
ship or operation or maintenance of the canal itself. The Govern- 
ment merely bought and leased certain equipment, which is opera tni 
on the canal. Under the constitution and laws of the State of Now 



b 
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York the canal is there for public use, and the Railroad Administra- 
tion simply made use of it as any other boat owner or operator might 
make use of it; but it pays no compensation for the canal, and has 
nothing to do with maintaining it. 
The Chairman. That is a free canal? 
Mr. HiNEs. It is a free canal, as I undei*stand it. 
The Chairman. To what extent have you invested in equipment for 
this canal ? 
Mr. HixEs. I wil l p ut in a table showing that. 
The Chairman. Will the Government oe able to dispose of the 
equipment without great loss if it decides not to operate boats on 
the canal? 

Mr. HiNES. I have not any reliable idea on that, Mr. Chairman, 
and it is entirely speculative. If the canal operations should turn out 
to be unprofitable so that nobodv would want to use it as a rjegular 
thing, I should think thei^e would not be a good demand for these 
boats, and they probably could not be sold at any satisfactory price. 
On the other hand, if the operations prove reasonably successful, and 
if the Government wants to get rid of the operations, it would probably 
et a fair price, but it would be a serious question whether it would 
)e a price equal to the price that was paid, in view of the fact that 
we had to have the equipment constructed at relatively high prices; 
but it is purely speculative as to how that will work out, and I could 
not forecast what wiU be the result. 

The Chairman. Did you enter upon this project to relieve the 
freight congestion in that territory, originally, or was that simply as 
An experiment ? 

Mr. HiNES. The waterways commission which was appointed and 
which consisted of Gen. Black and Gen. Keller and Messrs. Sands, 
Dickey, Tomlinson, and Tompkins recommended strongly that that 
development be undertaken. I think the commission nad in mind 
partly that it would be a relief in what is frequently a congested 
territory and partly the idea that on its own economic basis it was 
a good thing to do. I could look up their report, which is not very 
clear in my mind, and give those reasons more in detail, but it was 
the first project which that commission recommended after very 
thorough investigation, and recommended it very strongly, and on 
the basis of its recommendation the director general decided to go 
ahead with the experiment. It was appreciated, however, that it 
was largely experimental and we would have to see how it would 
work and the extent to which it would be a success. 

Cape Cod Canal. 

The Chairman. How about Cape Cod Canal; was that taken over 
3r did you just put boats on the canal ? 

Mr. HiXES. In that case we took over the canal. That came about 
it the time of the submarine menace along the coast, and it was taken 
)ver largely to avoid the outside passage by a great deal of important 
Taffic that was moving to and from New England during the war; 
md, incidentally, it had an advantage in shortening the time and 
naking our relatively scarce equipment more useful than if it made 
he longer trip, and involved some security from the danger of rough 




102 APPROPRIATION FOR CONTROL OF TRANSPORTATION SYSTEMS. 

weather and especially of fog on the outside passage. We took over 
the canal for those reasons, and found it necessary to deepen th 
channel quite considerably because it had been allowed to fill up, and! 
it proved very successful in handling the traffic during the war. 

The Chairman. What is the lengfli of that canal? 

Mr. HiNES. I have not got that in mind. I will have to get that 
and supply it, Mr. Chairman. I have never been over the canal and 
have not in mind the length of it. 

The Chairman. What is the depth of it? 

Mr. HiNES. My impression is we have dredged to a depth of 2^> 
feet, but I will have to verify that figure. 

The Chairman. What was the amount paid for the canal? 
• Mr. HiNEs. We have not paid anything for it. The situation h 
that under private management the canal operated at a heavy deficit 
and we took the position that as we were taking over the canal for i\ 
temporary purpose, and on the basis of earning capacity, whicbj 
was the basis we were using under the Federal control act, generallv 
speaking, and also as we were actually improving the canal bj^ takinj 
it over, and doing a benefit to the owners by relieving them to an ex- 
tent of their deficit, that there ought not to be any compensation paid 
beyond the indirect benefit derived from the fact that we temporariij 
had possession of it. That matter is now pending before the Inter- 
state Commerce Commission. The canal company lias been unwillini: 
to accept that view, and the matter has been pending there. 

The Chairman. The Railroad Administration is not figuring or 
purchasing the canal then at this time ? 

Mr. HiNES. No; the War Department has some proposals relative 
to condemning the canal, and I think there is some matter pendiu^' 
in Congress now in regard to that. 

The Chairman. You have no estimate here for anything further 
than the cost of improvements and the rental of the canal; or do y(»u 
provide for a rental ? 

Mr. HiNES. We do not contemplate in the figures we have ghm 
paying a rental for the canal. 

Mr. Chairman, if it is agreeable, I could read into the record about 
one-third of a page which gives Director General McAdoo's explana- 
tion foi taking over that canal. This is a statement which he madf 
to the Senate Committee on Interstate Commerce. He said: 

The Cape Cod Canal was taken under Federal control July 25, 1918, and it is earner! 
hoped it will be operated in the future by the Government. Formation of sboaL^ I: : 
reduced its navigable depth to 17 feet at mean low water when the Governnn n' 
took control, but the Railroad Administration immediately provided $25O,00() i ' 
dredging, piling, bank-protection work, etc., and on October 23 the canal was o}"* i 
for vessels drawing 20 feet 6 inches of water, and the dredging necessary to resii'v 
the original depth of 25 feet at mean low water is expected to be completed by I «' - 
ruary 15, 1919. The improvements have been maae, including the installation < 
bank protection, by granite riprapping. In spite of the fact that the work ou tl. 
canal has not been entirely completed, there has been an increase of 56.4 per in.' 
in the number of vessels handled and 114 per cent in the cargo tonnage transp-^n^-j 
through the canal in 1918, as compared to 1917. The use of the canal effects a savir.: 
of about 65.7 miles in the journey and a great many hours in time; it increases v» ry 
largely the vessel unit efficiency of these boats which use the canal. 

I 

The Chairman. Mr. Hines, you have included in your estiinaU' 
$14,341,000 for inland waterways. That is for the years 1918 ami 
1919? 

Mr. HiNEs. For both years; yes, sir. That is for the other 
inland waterways. 
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The Chairman. For the whole inland waterway project, including 
the Cape Cod Canal ? 

Mr. Mines. Yes, sir. 

The Chairman. How much of this sum represents a deficiency in 
the operation of the inland waterways for 1918 and how much 
represents a deficiency, if any, for 1919? 

Mr. Hines. Mr. Chairman, the deficit of $236,000,000 for the 
calendar year 1918 includes the deficit on the inland waterways for 
the jear 1918. The $2,641,000 asked for, which is shown as a 
requirement for inland waterways for 1918, has nothing to do with 
the operating deficit, but represents the investment made in that 
year. Our estimate of $250,000,000 deficit for the first four months 
of 1919 includes the estimated deficit on the inland waterways for the 
first four months, but l^he $11,700,000 for inland waterways require- 
ment for 1919 is the capital expenditure and has nothing to do with 
any operating deficit. 

Mr. Byrnes. What proportion of the $250,000,000 deficit for the 
four months of 1919 is attributable to the deficit in operation of the 
inland waterways? 

Mr. Hines. Mr. Byrnes, I have not got the details in hand. We 
could work that out, but it would be a very small proportion of the 
total. 

Mr. Byrnes. Approximately? 

Mr. Hines. The entire deficit for the calendar year 1918 on the 
inland waterways was $1,143,000 so that the estiirated deficit for the 
four months in this year would be comparatively small compared 
with the $250,000,000. 

Mr. Slemp. Less than $500,000 ? 

Mr. Hines. I should say so; yes, sir. 

Equipment for Use on Inland Waterways. 

The Chairman. What is the character of the equipment that it is 
proposed to purchase with this $14,341,000? 

Mr. Hines. Mr. Chairman, the character of equipment that has 
been acquired and is contemplated for the inland waterways — that is, 
for the rJew York and New Jersey canal section, which includes the 
operation of the New York State Barge Canal, is as follows: We have 
ordered 51 steel barges and 21 concrete barges, and we have purchased 
5 tugs and 3 wooden barges, and have also ordered 20 steel self- 
propelled barges. On that equipment there was expenses in the 
calendar year 1918, $1,352,613; there was expAided from January to 
April, both inclusive, in 1919, $829,274, and there remains to be 
expended $2,407,117, making a total of $4,588,998 on account of the 
equipment of the New York and New Jersey canal section. 

The Chairman. Will this equipment be delivered? 

Mr. Hines. It will be delivered in the course of the present sum- 
mer. I beUeve a part of it has already been delivered. The idea is 
that it will be delivered and most of it will be available for service 
during the present year. 

The Chairman. Was any of it ordered after the signing of the 
armistice ? 

Mr. Hines. 1 shall have to look up the record on that and give you 
the fact just as it is. The 20 self-propelled barges were, as I recall, the 
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last items ordered, and they were ordered some time after the others 
were, but whether that was after the siming of the armistice, I am 
not clear. I will have to verify that and put it in the record. 
(Mr. Hines subsequently introduced the following statement:) 

The following contracts were executed subsequent to the signing of the armi^tkf 

February 13, 1919, covering the construction of four steel self-propelled barges k 
AVarrior River serxdce, aggregate contract price, $977,600. 

Febniary 27, 1919, covering the construction of three steel towboats for Warri-' 
River service, aggregate contract price, $411,000. 

January 27, 1919, covering the construction of 20 wooden coal barges for Warri ' 
River service, aggregate contract price, $119,700. 

February 28, 1919, covering the construction of 12 steel self-propelled cargo barci 
for New York Barge Canal service, aggregate contract price, $1,044,000. 

Febuaty 27, 1919. covering the contruction of four steel self-propelled cargo barsj^-i 
for New York Barge Canal service, aggregate contract price, $348,000. 

February 27, 1919, covering the construction of four setel self-propelled cargo baren 
for New York Barge Canal service, aggregate contract price, $334,200. 

The Chairman. Were there any cancellations of equipment m&k 
after the signing of the armistice ? 

Mr. Hines. No ; there were no cancellations. 

The Chairman. Was there any money expended on the New 
York State Barge Canal in the widening of the channel ? 

Mr. Hines. I do not understand that we spent anything at all on 
the canal. 

The Chairman. Only for the equipment ? 

Mr. Hines. Only for the equipment, and it belongs to the Gov- 
ernment. 

Mississippi- Warrior River Project. 

The Chairman. Take the Warrior River, what have you pur- 
chased in the way of equipment for that project? 

Mr. Hines. I will put in a table which will show the equipracii' 
ordered for what is known as the Mississippi- Warrior Rivers secti«': 
which will show separately the equipment for the Mississippi Elver 
and for the Warrior River. 

(The table submitted by Mr. Hines follows:) 

Estimate of obligations of the Railroad Administration in connection uyith financing 

inland waterways in 1919. 

NEW YORK-NEW JERSEY CANAL SECTION. 

Constructioft authorized : 

51 steel barges (including equipment) $2, 010. !* 

21 concrete barges (inc^ding equipment) 649. y 

20 steel self-proj^elled barges, including equipment, plans, specifica- 
tions, mill drawings, and inspection 1, 812. >-' 

Purchase authorized: 

5 tugs and 3 wooden barges llo. ^'*' 

Total 4. 588. ^^i' 

Less amounts ex|x»nded to Dec. 31, 1918 1, 352. ^-l 

Balance to be expended in 1919 3, 2'M. '^> 

MISSISSIPPI- WARRIOR RIVER SECTION. 

Mississippi River: 

Construction authorized — 

6 steel twin-screw towboats (1,800 horsepower) 2, 1 70. O** 

40 steel barges (2,000 tons capacity each) 4, 120. t^»' 

Strengthening hull and installing transfer machinery on steel 
self-propelled barge for New Orleans Harbor service 8). in«' 
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Mbsiasippi River — Continued. 
Purchase authorized — 

2 steel towboats 

5 steel barges 

4 steel flat barges 

Freight handling facilities, equipment, and plans, specifications, mil 

drawings, and inspection 

Erection of cargo boxes on 20 steel chartered barges 

B'arrior River : 

<'c>rk?truction authorized — 

20 wooden coal barges 

4 steel self-propelled barges (1,800 tons cargo capacity) 

3 steel twin screw towboats 

Purchase authorized — 

1 steel (harbor) collier 

6 steel self-propelled barges 

2 gantry steel coal towers 

3 towboats (wood) 

23 coal barges (wood) 

2 colliers (clam shell) 

(Includes cost of adaptation and repairs.) 
Freight handling facilities, equipment, improvements on leased 
property, and plans, specifications, mill drai^ings. and inspection . 

. Total 

Us amounts expended to Dec. 31, 1918 



Balance to be expended in 1919. 
Grand total — — 



The Chairman. Does the Mississippi- Warrior River section 
ftp upper Mississippi River ? 

Mr. HiNES. No; only the Mississippi River from St. Louis 
Orleans. 

The Chairman. You are not putting any barges on th( 
Mississippi ? 

Mr. Mines. No, sir; not the Raikoad Administration. 

tome other branch of the Government. I am not very clear h 

^ being handled. That is not the Railroad Administration 

The Chairman. The original scheme with regard to this exp 
m not been changed by the cancellation of orders for equipn 

Mr. HiNES. No, sir. 

The Chairman. Your, deliveries have not proceeded to th 
'o as to give you any idea with regard to the operation of th( 
*nd rivers? 

. Mr. HiNES. I believe that we already have a fairly satis 
iflea that the operation of the Warrior Kiver with respect t( 
^reasonably capable of calculation. We have already an id 
that will probablv justify itself, although we can not spea 
^^^ely on tnat. The traffic on the Mississippi River is so muc 
Diiscellaneous in character that we have less of an idea as to h< 
^dl work out, although my personal inclination has been to 
tiiat that also will justify itself. As to the New York Stat« 
Una! operations we have not had any such basis, as the resul 
the equipment that we had last year before navigation closed 
^nal are not fairly representative, because the equipment \ 
^^i. was very inadequate. We will have a much better id( 

Jflovmg the very heavy grain crop that we will have to mo 

year. 
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The Chairman. Then, in a general way, you can not give the con 
i mittee any idea as to what probable loss or profit might result fr( 

*j the inland waterways? 

' y Mr. HiNES. No. The thing is still in such a formative state t: 

\ it, in my opinion, is impossible to forecast how it will come out. 

Mr. Slemp. If you were to dispose of the equipment at the end 
Federal administration that equipment would scarcely be wor 
what was really paid for it ? 

Mr. HiNES. No, sir. I think to dispose of it at the end of this vt 
when the railroads are handed back to the railroad companies won 
be a premature time to dispose of it. My own thought is that t 
Government having expended so much in the improvement of Xh 
waterways and having made this investment in equipment ought 
itself continue the experiment of operating that equipment until tin 
is a reasonable demonstration as to the value of the navigation on tli» 
waterways. I think the demonstration will justify itself, but I hiv 
not as yet any %ures on which to base that belief or to prove it 

Mr. Byrnes. Tnat statement is predicated upon the idea that af 
the railroads are returned to private control there will be sou 
regulation that will enable them to secure sufficient traffic ? 

Mr. HiNEs. The inland waterways equipment? 

Mr. Byrnes. Yes, sir. 

Mr. HiNES. Yes, sir. I think there ought to be some modificati 
of the law providing that the regulating agency, whatever it is, sit 
have the power to estabUsh joint rates arid require interchange 
business between the railroads and these boats xmder Governmc' 
operation. 

Mr. Byrnes. If there is not a regulation, any effort to contiii 
them after January 1 would be of no avail 'i 

Mr. HiNES. I tmnk it would be disappointing, except as to t\ 
Warrior River. That is more self-contained. It has a movement < 
coal direct from the mines to the consumer and that might succtt- 
even as an independent proposition without an interchange of trrtH 
with the railroads in any unportant sense. The Mississippi Rivt 
project is a very miscellaneous traffic, and I think the intercnango » 
traffic with railroads would be very important. 

Mr. Byrnes. What percentage of the total railroad trafl5.c does r'r 
transportation of coal consitute? 

Mr. HiNES. The figures for 1916, which are the last figures availab 
as to tonnage, indicate that the number of tons of coal and cof 
transported was about one-third of the total number of tons of trafl 
of all sorts transported. 

The Chairman. Mr. Hines, will you furnish a table of the classitit 
tonnage moved on the inland waterways, giving the amount on en- 

f)roject se])arately, from the time the service was instituted until : 
ate a date as your figures will furnish the information ? 

Mr. HixES. I will take that up at once and see the extent to wlii' 
we can furnish such a table. I notice that this statement in ti 
former hearing applies only to the Mississippi River and the Warn' 
River, and I am not clear whether our Feoeral managers in charge < 
these river projects have kept the data currently. It may turn oii 
that it will take some time to get it, but I will get promptly whatevj 
is available, and then make a report on whatever I can. I hope w 
can let you have it all. 
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iatemerU of classified tonnage moved on the Mississippi and Warrior Rivers Sept. 28, 1918 y 

to Apr. SO, 1919. 





Tonnage. 


Revenue. 


Total 
ton- 
nage. 




Commodity. 


Southbound. 


Northbound. 


Southbound. 


Northbound. 


Total 
reve- 
piie 




1918 


Apr. 30, 
1919. 


1P18 


Apr. 30, 
1919. 


1918 


Apr. 30, 
1919. 


1918 


Apr. 30, 
1919. 




LssissippI River: 
(J.ram 


19,500 
470 

94 

18 

26 

186 

49 
203 

25 

517 

9 


11,440 
5,204 

18 

16 


H 




$48,611 
944 

360 
160 
230 
860 

490 
1.095 

230 

2,6^3 

70 


526,621 
24,615 

110 
70 


$60 
""'"76 




30,948 
5, 674 

112 
37 
26 

218 

49 

1,730 

325 

5,929 

373 

2,186 

1,405 

8,736 

014 

3 

346 

325 

64 


$75,292 
2.'), 559 

470 


Rice 


" i.. ...... 


Iron and steel arti- 
cles 






Machinery 


3 


-•••- ■•■ 


300 


Vehicles and tools. . 


230 


Wines and Houors. . 






32 






$132 


992 


Household furni- 
ture 










400 


Merchandise 

Otlier mill products 

M iMcellancous 

Molasses 

Coffee 


1,261 

20 

1,973 

246 


4 
280 
308 

7 

MO 

1,125 

6 


262 

"3,"i3i' 

111 

1,646 

280 

8,730 

20 

3 


10.527 

43 

2,980 

887 


55 
4,200 
1,675 

50 
2,450 
3,540 

45 


3,133 

5,790 

391 

6.280 

952 

43,350 

100 

27 


15,710 
4.473 

13,058 
1,398 
8,730 
4,492 

43,395 

2,142 

27 


Nitrate 






" 




Suj»ar 










Flour 




894 




2,042 


To')acco 




Brick 




346 

325 

64 






920 
712 
274 




920 


(^ottonseed meal . . . 














712 


Railway equipment 














274 
















Total 


21,097 
10,350 


21,807 
34,509 


2,281 


14,215 


56,563 
7,400 


69,801 
51,736 


12,145 


60,155 

• « « ■ • 


59.400 
44,859 


198,664 
59. 136 


arrior River: 
Coal 











Statement of tonnage and revenue on New York State Barge Canal, Season 1918.^ 



Commodity. 



iscellaneous . 

1 meal 

igar. 



hen , 

our , 

trate soda. 

ax , 

Jid 



)rax 

ashed stone. 

rtilirer 

Its 

nd and clay . 
itroleum oil . 
)oks 



irley 

g iron 

pper 

it 

da ash . . . 
iderwear. 
hiting . . . 

negar 

axseod... 
flee 



Total. 



Tonnage. 



East- 
bound. 



3,287 
964 



65,986 
18,083 



156 



200 



1,198 

3,902 

5,396 

44,641 

8,722 
772 



819 



154,106 



West- 
bound. 



2,307 

1,599 

10 



1,030 



20 

CkAA 

47 S^ 

466 
950 



11,214 

1,005 

121 



1 
517 



18,727 
1,335 



40,246 



Revenue. 



East- 
bound. 



$13,062.61 
3,752.07 



186,087.16 
44,806.02 



594.91 



1,425.00 



3, 195. 26 

10.592.61 

14,737.06 

103,146.22 

.18,273.76 

11,636.35 



2,128.86 



413,437.89 



West- 
boimd. 



$10,287.28 

5,065.59 

38.29 



3,330.43 



69.94 

3,394.49 

728.00 

1,994.93 



22,212.69 

3,369.56 

609.62 



5.79 
1,213.36 



53,516.02 
4,953.43 



110,870.33 



Total 
tonnage. 



5.574 

2,563 

10 

65,986 

18,083 

1,030 

156 

20 

944 

466 

950 

200 

11,214 

1,005 

121 

1,198 

3,902 

5,396 

44,641 

8,722 

773 

517 

819 

18,727 

1,335 



194,352 



Total 
revenue. 



$23,349.89 

8,817.66 

38.29 

186,087.16 

44,806.02 

3,330.4a 

504.91 

09.04 

3,394.49 

728.00 

1,904.9a 

1,425.00 

22,212.69 

3,369.56 

699.62 

3, 195. 26 

10,592.61 

14,737.06 

103, 146. 22 

18,273.76 

11,64Z14 

1,213.36 

2,128.86 

53,516.02 

4,953.43 



524,317.22 



From May 16 to Nov. 30. 
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The Chairman. I want to call your attention to the table c>\ 
tained on page 188 in the former hearings. It is a table or finano 
statement for the year 1918. The amounts there are asseml'i 
differently from those in the table which has been presented at i 
present time. I understand that in making that table you had 
make estimates for a part of the period covered. Is that true! 

Mr. HiNES. Yes, sir. 

The Chairman. Now,, you have the actual results for that year^ 

Mr. HiNES. Yes, sir. 

The Chairman. Can j^ou furnish for the record a table showj 
the actual financial situation under these headings for 1918? 

Mr. HixES. I will do that. 

The Chairman. That table can be prepared by simply maki 
corrections in a separate column so as to show the actual result 
coinj)arison with your estimated sho^dng. 

Mr. HiNES. That will be done. 

Statement shouying comparison of figures submitted to Appropriation Committee in I 
ruary^ 1919, and actual figures as taken from balance sheet at Dec. 31, 191S. 

REQUIREMENTS FOR 1918. 



Standard return 

Additions and betterments 

Advances to inland waterways 

Loans to New York, New HJaven <fe Hartford and other railroads. 



Total. 



RESOURCES. 



Income from operation , 



Deduct working capital as follows: 
Cash 

Agents' and conductors' balances. 
Credit for material and supplies. . , 



Less outstanding current liabilities. 



Income of companies applicable to A. & B , 

Open account due companies applicable to A. <& B . 

Revolving fimd 

Appropriation required 



Total. 



NET REQUIREMENTS. 



Additions and betterments 

Working capital 

Credit for material and supplies 

Advances to inland waterways 

Loan to New York, New Haven & Hartford. 
Operating deficit 



Total. 



APPROPRIATIONS. 



Revolving fund 

Additional appropriation 

Total 



As submitted 
to Appropria- 
tions Com- 
mittee Feb- 
ruary, 1919. 



$928,314,372 

573,334,119 

4,361,486 

51,475,000 



1,557,484,977 



732,314.372 



Final f;: 1 
for Dec.';:. I 

I,alanrt ( 



mi- 

2..- 



l,5dj 



247,100.000 
154,100,000 
100,000,000 



501,100,000 
162,047,865 



339,052,135 



.393.282.237 
214.211.190 
68,2(M,646 
500,000,000 
381,806,904 



jm -^ 



322. ■-• 

142: 
1(1' 



2fi3 - 
149 

til • 
,Vkl ■ 
441 •« 



1,557,484,977 



290,918,283 
239,052,135 
100,000,000 
4,361,486 
51,475,000 
196,000.000 



881,806,904 



500,000,000 
381,806,904 



, .x>.». 



.352. V 
201. f 
11>|.'«' 
2."^ 

2.^.!^ 



Wl."«. 



son."' 

441.^'- 



881,806,904 



941.'*'* 





REQCIREMENTS FOB 1919. 


FiD»Ifl|!ur^E 








■^cSi'"™ f" b^^^rmg"" 


r Dec. 31, 1918, 
balance sheet 




penman. 


^p'^j^'riij'st 


pBQdltUTO. 


appropriated. 




lia,8«,oo» 

20,000,000 
186,000.000 
491,000,000 


m,m,ooo 

M, 000,000 
286,000,000 
49,353,096 


111,700,000 
20,000,000 

2tS, 585,643 

250,000,000 
223.061,802 


»1 1,700, 000- 


Tainoine Bceion & HAiae reor- 






tWder A._ aiid B. (eioept ttaiirowl 


I 2S3,43S,7BO 


V;ritiDK deflcil fim 4 nionU 


a or 
























809,840,000 


368,193,099 


l,3M,8n,467 









L0.1N TO New York, New Haven & Hartford Railroad. 

iThe Chairman. You have one item with regard to the loan to 
k New York, New Haven & Hartford Railroad, amounting to 
SI. 47!, 000. You went into that loan matter a little yesterday. 
(hat were the real necessities for making that loan i As I under- 
luiil it, it was to take up a similar loan that was outstanding for 
helically the same amount. 

Mr. HiNES. The loan which I have in mind, and to which I will 
Sdress myself at the outset, at any rate, is a loan of $43,964,000, 
lifh was made in the spring of 1918, and the New Haven Co. had a 
pn for a corresponding amount maturing at that time. 
'The Chairman. I have given you the ngures of the loan as they 
te reported in the former hearing. The tahle that you have pre- 
feited shows the loan at present to be $4S,4S3,959. Why do you 
>vp that discrepancy ? 

Mr. HiNES. I will have to get the Division of Finance to explain 
Mt discrepancy hetween those earlier figures and the figures now 
frfn. The figures now given cover some small advances in addition 
Pttie main loan of $4.1,964,000. That was a single transaction, and 
i^anted to speak of it because it was the lai^cst and most important. 
ffle New Haven Railroad had notes for a corresponding amount 
uturing April 1, 1918. It was in a very unsatisfactory condition 
ith reference to those notes. It did not have the money to pay 
■'•Tnoff; market conditions were very bad; there was no satisfactory 
'nspect of selling securities and realizing enough to pay the notes 
ff. and the prospect for a renewal of the notes was exceedingly 
^'srorable. The credit of the New Haven Co. was not good. 
^ affairs had been before the public in a very unfavorable light for 
fvpral veara; it had had to suspend dividends, and the courts had 
l^nfed to dispose of a part of its properties on the ground that the 
"liiing of them violated the antitrust aot. That had been done by 
iiluc of a decree which had been entered into as the result of an 
"i^ngement made between the New Haven Raih-oad and the De- 
'»rtment of Justice. So that, in every respect, the New Haven Co. 
f>siti a precarious position. 
,„-^l ihe same time, the general financial s 



tuation ,^-fv8 precarious. 



'I'fwar, we might say, was at its height; interest rftipgwete exceed- 
^^Y high even on the best seturities; the Goverj-,/;*- ^ was on the 
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point of entering upon the third Liberty loan campa^, and hii 
was this indebtedness of S43,964,000 about to become due ^th m 
way to' pay it, and apparently no way of getting it refunded. Tri 
matter was under very serious Ronsideration by the Railroad Admin i 
tration to decide whether any satisfactory method of refunding ooul 
he brought about. We reached the conclusion that there was notliiii 
that could be done that would reasonably protect the situation ; ilii 
there was serious danger of the road going into the hands of a recoi\ < 
or that if the loan could be financed at all, it would be on exceeding'! 
unfavorable terms and at such high rates of interest that it ■would ] 
seriously prejudicial in connection with the (Jovemment financiiif: ( 
the third Lioerty loan. It was one of the purposes contemplaii! 
by the Federal control act that funds of the Government might 1 
used to take care of a situation of that character if, in the judgrm-i 
of the President and his representatives, that course seemed proi-! 
We decided that that was one of the cases where it was proper for i 
Government to intervene simply for the protection of the gene 
situation in which it was so much interested. 

On that account we agreed to lend the money for two ve^i 
secured by the available collateral. The collateral was examitir- 
and the conclusion was reached that it was reasonably satisfai 
At any event, it was better for the Government to lend that miun 
and protect that situation than to let the notes go into defauii i 
force the N'ew Haven into some extraordinarily bad scheme of fin^ 
cing. So we advanced the $43,964,000 on its notes which maui 
April 1, 1920. Now, that accounts for $43,964,000. 

Mr. Ri.EMP. I think 1 heard subsequently that the bankers 
terested in that situation could have taken care of about 50 per <■ 
of that $43,964,000. I have forgotten at what rate of interest, hi 
it did not seem to me to he an exorbitant rate. Is that true or ih 

Mr. HixES. I do not recall that there was any such intimation my 
On the contrary, Mr. WiUiams and I had an interview with 
bankers in New York and also with the directors of the New Hai 
Co., and my understanding was that they indicated that the situai. 
was hopeless so far as getting these notes refunded was concen.i' 
I do not recall any such development as that. 

The Chairman. While we are on that subject, have you obtaii;> 
the same securities for that loan of $43,964,000 that the hankers t: 
had previously made the loans to the New Haven Co., aggregati! 
this amount held to secure their loans? 

Mr. HiNEs. My recollection is that we got substantially the sii: 
security. A small amount, $250,000 of the collateral that had bii 
deposited under the earlier loan and that had since matured and bri 
paid off, was of course excepted, otherwise we got all the collalc: 
and some other securities were added. 

The Chairman. Now,youwere about to explain the additional loip 

Mr. HiNEs. I was going to say as to the additional loans thui 
have no personal knowledge about them. They were matters il; 
were handled in the year 1918 by the Division of Finance, and I « 
ask the Division of Finance to give you an explanation of that, 
can have that supplied. The notes that I spoke of aggregated i' 
sum of $43,964,000. The other items that go to make up tlie tii 
of $48,483,959, which is shown in the application for this appropi:. 
tion, have no relation to the New Haven, but they represent lo;i: 
which have been made on other railroad securities, consisting of i! 
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llowing: The Hocking Valley Railroad Co. notes, $1,892,000; 
ceivers' certificates of the Denver & Salt Lake Railroad Co., 
^24,459; receivers^ certificates of the International & Great North- 
n, $1,400,000; Pittsburgh & Shawmut long-term notes, $203,500; 
id Central Vermont Railway notes, $300,000. Those items, to- 
ither with the New Haven Co.'s notes, make the total of $48,483,959. 
ow, I will be glad to supply any information that you want as to the 
stalls of that, but it is a matter handled by the Division of Finance 
id it did not come to my personal attention. 
The Chairman. In a general way, are those loans well secured ? 
Mr. HiNEs. I do not know enough about them to say, and I will 
-ve to have that investigated and then submit my opinion. 
The Chairman. When you come to correct your statement, put in 
note with regard to eacn one, with your opinion as to the security 
at the Government holds and with your estimate as to whether, or 
t, the Government will, in all probability, receive full payment. 
Mr. HiNEs. If it is agreeable to you, I would like also to put in a 
itement of the exigencies which necessitated the handling of the 
itter in that way. 

The Chairman. I think that would save some time. 
Mr. HiNEs. I will supply that. 

rhe Director General subsequently furnished a statement with 
pect to long-term loans made to other companies than New York, 
w Haven & Hartford Railroad Co. Such statement is as follows: 

^£ment of long-term loans made in year 191S, other thnn loan to New York, New Haven 

<t Hartford Railroad Co. 

tral Vermont R. R. Co., Nov. 18, 1918 $300,000 

Loan evidenced by promissory note payable in 2 years, bearing interest 
at the rate of 6 per cent per annum; payment of principal and interest 
on 8urh note oeing guaranteed by Grand Trunk Kailwav Co. of 
Canada. Loan was made for the purpose of furnishing funds to the 
company to meet certain pressing corporate needs. 

iver & Salt Lake R. R. Co., Oct. 25^Dec. 31, 1918 , 724, 459 

There were five loans for the total amount in the aggregate above 
shown; ail were represented bv receiver's certificates constituting a 
first lien on the property, payable 2 years from date, bearing interest 
at the rate of 6 per cent per annum. Loans were made to furnish 
funds for the payment of taxes, fuel bills, deferred maintenance, 
equipment obligations, etc., which had to be paid in order that the 
road might be kept running. 

king Valley R. R. Co., Dec. 5-31, 1918 1, 892, 000 

I^oan evidenced by 1-year 6 per cent gold notes of the company due 
Nov. 1, 1918. Subsequent to Jan. 1, 1919, the Director General 
was reimbursed for the entire amount advanced, with interest. 

rnational & Great Northern Ry., Dec. 0, 1918 L 400, 000 

Loan evidenced by receiver's certificates constituting a first lien on the 
property payable 1 year from date and bearing interest at the rate 
of 6 per cent per annum. Loan was made for the purpose of furnish- 
ing funds to pay off a like amount of receiver's certificates maturing 
Nov. 1, 1918. 

burgh A Shawmut R. R., Aug. 22-Dec. 31, 1918 203, 500 

IfOans were made in the aggregate amount above shown, evidenced 
by promissory notes of the corporation, payable 2 years from date, 
bearing interest at the rate of 6 per cent per annum, and secured 
by the deposit of first mortgage 5 per cent bonds of the company at 
the rate of $2,000 in bonds for each $1,000 loaned. Loans were made 
to furnish funds required for the making of certain additions and 
betterments to the property of the company. 

the judgment of the then Director of the Division of Finance, by whom the 
ability of making all of the above loans was considered, such loans were ade- 
»ly secured. 
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Loan to Boston & Maine Railroad. 

The Chairman. While we have been dealing only with the opei 
tions for 1918, there is an item for 1919 which properly falls un<i 
the same head, and that is the proposed loan to the feoston & Main 
which perhaps might as well be considered now, as this statenir- 
also deals in some detail with regard to your estimated operatio] 
for 1919. What are the facts with regard to the proposed loan 
$20,000,000 to the Boston & Maine ? 

Mr. HiNEs. That situation also was one of unusual difficulty ai 

* 

complexity. The Boston & Maine likewise had been in an unsat 
factory financial condition for a long time. It had had to suspct 
its dividends, and had then gone into the hands of a receiver. T 
Boston & Maine securities were pretty widely held in New Englan 
It was made up to a large extent of leased lines, and the failure 

{)ay rentals for any of those leased lines would result in losiiic: sij 
ines to the system, because the lease could be terminated for defaii 
in the payment of rental. 

The Boston & Maine could not give any mortgage for any expem 
tures made on its property that would be a security on those lean 
lines ahead of the rentals. The rentals which it had agreed to p 
those leased lines w^ere fixed charges, and either had to be paid 
the leased lines would be lost. In the summer of 1918 it appear 
that as a war measure it would be necessary for the Government 
spend a pretty considerable amount in additions and betterments 
the Boston & Maine Railroad. The necessities for spending tin 
large amounts confronted the Government with the danger that 
would not be able to get any satisfactory mortgage for them, becai: 
as I said, the Boston & Maine could not give a mortgage on ti 
leased lines which would come ahead of its rentals, and it could i: 
no satisfactory security on the line it owned in fee. In addition t 
that, there was a question as to where we stood with respect to il 
improvements on those leased lines anyhow. The situation ^\: 
exceedingly complex in that way. In addition, in the summer « 
1918 the Treasury was getting ready for the fourth Liberty l<»;i: 
There was a possibility that the situation which had been quite 
burden upon the New England financial situation had reached 
point where there was a prospect of getting a reorganization n'l^ 
thereby cleaning up the entire situation and getting it on a minJ 
sounder basis. 

The scheme of reorganization was that these leased lines woulil • 
vested in fee for Boston & Maine, and that the Boston & Maine woiin 
issue preferred stock for them; so that what it would have to pay a 
compensation for those railroads would cease to be a fijced chan: 
and would not come ahead of any indebtedness of the Boston & Main- 
giving a free wa^r to a comprehensive and sound mortgage on t:; 
property. In order to accomplish that, it was necessary to find som 
way to take care of about $20,000,000 worth of floating debt, wlii- 
would have to be taken care of so as to put the reorganization throu^i^ 
The proposal was made to the Government, that in view of it^^ o\\i 
interest in getting security from the Boston & Maine for what it li; 
then advanced and would have to advance in the future, and in ov<W: 
to help the general financial situation and to pave the way for a 



satisfactory handling of the fourth Liberty loan in New England, the 
Government should a^ee to take 10-year 6 per cent bon& secured 
by a mortgage on the Boston & Maine Railroad property and on the 
property of the leased lines that would become available for mort- 
gage as a result of this reorganization, and that, in addition to that, 
the holders of the preferred stock which would be issued in taking 
I over the leased lines would agree to forego a part of their preferrea 
diridends for five years for the purpose of creating a fund of 
1112,000,000, which' would go as part payment toward retirement of 
khose $20,000,000 of bonds. 

I The conclusion was reached by the Railroad Administration that 
fit would be to the advantage of the Government to make that ar- 
raugement, and that it would be very much to the advantage of the 
general situation. The bonds were reported as perfectly good. 
|The Boston & Maine, by reason of the embarrassment of loans and 
[the complications as to the leased lines, had never been able to give a 
satisfactory mortgage, but there was a wide margin of safety to pay 
the interest on the bonds, and this additional special fund that was 
to be created would furnish an additional important element of 
I safety. It was believed that in two or three years the Government 
would probably be able to sell those bonds at par or better, and that 
it would be justified imder all the circumstances in undertaking to 
take $20,000,000 worth of the bonds. The time for the carrying 
out of this reorganization, according to the director general, was 
announced in Boston early in September, 1918. He announced that 
he would take the bonds on those terms, and in that way the Rail- 
|Toad x\dministration was committed to that course. The reorganiza- 
tion was shaped up with a view ot putting it through, but the non- 
passage of the appropriation bill last March prevented the carrying 
out of the matter, ana I understand that it has been held in abeyance 
I since that time waiting an opportimity for the Government to carry 
jtiut its commitment. The matter was considered fully, and they 
;Vere satisfied that this meant simply the temporary tying up of the 
Government's money, because the security was of a very satisfac- 
toFT character. We would be making that advance of $20,000,000 
ind would be getting security that would be perfectly desirable in 
New England after the war conditions were well out oi the way and 
financing was back on a reasonable and normal basis. 
The (^AIRMAN. How many miles of road does the Boston & Maine 

ilr. Hikes. I have not that mileage. I was going to sajr this: 
There may be some other facts you would like to have and if you 
^f)uld indicate them we will get them all together. 

The Chairman. I was wondering whether you could not put in 
the record a table, under the forms required by the Interstate Com- 
merce Commission, showing the operating revenue, the number of 
niiles of road owned and the number of miles of road leased; then op- 
Q^ting expenses, taxes, operating income, etc. — the regular statement 
^hich the railroad companies are usually required to make. 

ilr. HiNES. We will be very glad to ao that. 

The Chairman. And give all the details possible with regard to 
the Boston & Maine ? 

ilr. HiNES. Very well. 

121157—19 8 
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(The statement referred to follows:) 

Statement showing miles of line owned and leased by Boston & Maine R. R. Dec. SI, 191S, 



Glass and name of road 
or track. 



Terminal between 
which road named 
extends. 



lA. Line owned, main 
line. 

Boston & Maine R. R. . . 

IB. Line owned, branches 
and spurt. 

Boston & Maine R. R . . . 



Total owned. 



SA. Line operated under 
lease for a specified 
sum, lessor being 
an affiliated corpo- 
ration, 

Franklin & Tilton R. R. . 

Concord & Claremont, 
New Haven R. R. 

Feterboro & Hillsboro 
R. R. 



Total affiliated . 



3B. Line operated under 
lease for a specified 
sum, being inde- 
pendent or not agi- 
tated with Boston 
dk Jifaine. 

Lowell & Andover R.R.. 

Manchester & Law- 

rence R. R. 
Kennebunk & Ken- 

nebunkport R. R. 
Boston & Lowell 

R. R. Corporation. 
Kashtia & Lowell 

R. R. Corporation. 
Stony Brook R. R. 

Corporation. 
Wilton R. R. Co.... 

Peterborough R. R. . 

The Concord & 

Montreal R. R. 
Xashua (b Acton R.R 



Old Colony R.R. Co. 

New Boston R. R. 
Co. 
Concord & Portsmouth 
R.R. 
Sunoook Valley R. R 

Pemigewasset Val- 
ley R.R. 

Northern R.R 

FitchburgR.R.Co.. 

Vermont & Massa- 
chusetts R. R. Co. 

Troy & Bennington 
R. R. Co. 



Connecticut River 

R.R. Co. 
The Connecticut and 

Passaic Rivers 

R. R. Co. 
Massawippi Valley 

Ry.Co. 

Total nonaflUiated . . . 



Various . 



Various. 



Franklin Junction-Til- 
ton, N. H. 
Various 



Feterboro - Hillsboro, 
N. H. 



Lowell Junction- 
Lowell, Mass. 

Manchester, r. H.- 
Mass. State Line. 

Kennebunk- Kenne- 
bunkport, Me. 

Various 



.do. 



North Chemsford, Me.- 
Ayer, Mass. 

Nashua City Station- 
Wilton, X. H. 

Wilton-Greenfield, 
N.H. 

Various , 



Nashua Union Station, 
N. H. -North Acton, 
Mass. 

North Acton-Concord 
Junction, Mass. 

Parkers-ls'ew Boston, 
N.H. 

Manchester-Ports- 
mouth, N. H. 

Suncook-Pittsfield, 
N.H. 

Plymouth- Lincoln, 

Various 

do 



Hoosick Junction, N. 

Y. -Vermont State 

line. 
Various 



White River Junction, 
Vt.-Canada line. 



Various . 



Miles of 
road. 



525.72 



187. 57 



713.29 



4.g6 
71.57 
18.34 



94.87 



7.46 

23.44 

4.63 

in. 15 
14.26 
13.25 
15.41 
10.64 

340.08 
20.11 

4.30 

5.18 

39.82 

17.55 

21.41 

82.31 

396.28 

58.90 

5.03 

88.15 
109.60 

35.46 



1,424.42 



Miles of main track. 



Sec- 
ond. 



202.77 



28.46 



Third. 



231.23 



7.17 



40.56 

14.26 

4.02 

.18 



35.67 



143.90 
56.02 



37.48 



339.26 



.09 



3.21 



3.30 



Fourth. 



Miles of 

yard 

track, 

sidings, 
etc. 



1.98 



316.60 l.Oiil 



Total 



113.96 



430.56 



Z87 

12.88 

1.86 



329.) 



1.3:.\^ 



17.61 



5.21 

9.20 

.85 

142.27 

21.26 

8.48 

4.78 

1.11 

lov. W 

2.61 



.75 

14.43 

L61 

8.22 

26.19 

309.38 
76.31 

LIO 

72.96 
50.93 

10.54 






112 



I.-* 



j« 



2911 



U 



L96 I 928.20 



19 

lv»". 



1^ 

lA. 
4« 



2,60:. 
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StaUT/ient showing miUa of line owned <md leased by Boston A Maine R, R, Dec, SI, 

i9i5— Continued. 



Ckss and name of rood 
or track. 



4B. Une openUd under 
conimet or agree- 
ment, or where the 
rent i* contingent 
upon eaminge or 
oiker eonaidertUioni 
owner being inde' 
pendent or not q/- 
filiated wiA BoiUm 
di Maine. 

Horn Pond Branch R. R. 

Co. 

3 Line operated under 
ttoekage rights. 



. ?artUnd Terminal Co. . 
( Boston k Albany R. R. 
{7n>y Union R. R 

Delaware dc Hudson Co. 

Gand Trunk Ry 



Terminal between 
which road named 
extends. 



KoUandR. R. Co. 



Total trackage 
ri^ts. 

Grand total, road 
operated by Rail- 
road Administra- 
tion. 



Wobum Branch-Horn 
Pond, Wobum, Mass. 



Various 

do 

InTroy,N.Y 

Various 

Lennoxv^e - S h e r - 

brooke, Province of 

Quebec. 
Coimecticut River 

Bridge -Bellows 

Falls, Vt. 



MUesof 
road. 



0.76 



Miles of main track. 



8e&- 
oud. 



19.56 

.39 

2.03 



2.95 
.34 



11.16 

.23 

2.00 

7.90 



25.27 



21.29 



Third. 



.99 



I w 



2,258.61 



501.78 



4.29 



Fourth, 



1.98 



MUesof 

yard 

track, 

sidings, 

-etc. 



0.56 



Total. 



1.32 



30.72 

.62 

4.03 

8.80 

2.96 



.34 



47.56 



1,376.93 



4,233.59 



BoKi owned by Boston & Maine, but not operated by Railroad Adminis- 
tration at close ox year. 



Sew Hampshire miles . 



Main 
line. 


Branches 

and 

spurs. 


46.80 


2.74 



Total 
mileage 
owned. 



49.54 



Note.— This covers mUeage of Portsmouth Electric Street Ry., owned by Boston & Maine R. R., and 
CoDa>rd & Manchester Street Ry., owned by Conoord & Montreal R. R., which latter company is leased 
by the Boston <& Maine R. R. 

Mr. HiNES. The estimated results of the reorganization are reflected 
in the following statements showing the balance sheet and revenue 
I account as it would be if not reorganized and if proposed reorganiza- 
'- tion is carried through: 



Consolidated condensed balance sheet. 



\ — 



ASSETS. 

{a^estment road and equipment , 

L'lvestment in afflUated companies 

'Jiher investments 

Total Investments , 

Cdrrant assets 

interred asscti 

^nadjosted debits 

Total assets 



If not 
reorganized. 



1191,223,938 

5,202,591 

11,609,508 



208,036,127 

24,445,264 

12,00>3,893 

1,259,594 



245,747,878 



If reorgani- 
zation is 
effected. 



$191,223,938 
5,202,591 
6,058,198 



202,484,727 

24,445,204 

12,006,803 

1,259,694 



240,196.478 
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CoTUolidated condensed balance sheet — Continued. 



UABIUTIES. 

Capital stock and premium on stock 

Ixmg-term and funded debt , 

Loans and bills i»yable 

Miscellaneous accounts payable 

Other current liabilities , 

Deferred liabiUties 

Unadjusted credit 

Corporate surplus 

Total liabiUties 



If not 
reorganixed. 



197,068,658 

83,514,447 

18,607,637 

4,289,128 

11,626,094 

13,153,4n 

8,982,723 

8,505,714 



245,747,878 



If revpni- 
sation is 
effected. 



I91,517.2Sn 
103,393,5c: 



3,017.:?5 
11,6».<^ 
13, 153. in 

8,9^2.725 
8, 505, Th 



240,19h.47* 



Consolidated condensed income account. 



Opentting income. 
Other income 



Total income. 



Deductions: 

Rent for leased roads 

Interest on funded debt 

Intel est on imfunded debt 

Other corporate charges and war taxes. 



Total deductions. 
Net income 



>fiscellaneous appropriation of income. 
Divided appropriation of income 



Total appropriation of income. 
Profit and loss 1 



Actual, 
1917. » 



$7,0^12,223 
3,147,861 



10,190,084 



5,767,102 

3.412,470 

1,095,202 

47,792 



10,322,567 



132,483 



167,423 



167,423 



299,906 



Estimated 
if not re- 
organized. 



$9,594,459 
500,000 



10,094,459 



5,767,102 

3,412,470 

1,095,202 

47,792 



10,322,567 



228,108 



228,108 



If reca^- 
zatiw) .^ 
effecie.^ 



I9,5sM.4:* 

500, llr* 



10,0M.4^* 



4,779. r. ■• 



6,S<l9.ft:« 



4,2M,.^i' 



2,m?»: 



2.130.2?: 



2,aM.?' 



1 Payments account of xntercorporate holdings of securities practically are eliminated. 

The Chairman. Do I understand that this $20,000,000 of floating 
debt was secured in any way at that time ? 

Mr. HiNES. My understanding of the New England laws is that a 
floating debt is secured as thoroughly as a mortgage; that is, that it 
was as thoroughly secured as the different mortgages on the Boston & 
Main road and that no new mortgage could be issued unless it 
secured this floating debt, so that it practically insured the protec- 
tion of any mortgage that was given. Mr. Eddy, is that correct ? 

Mr. Eddy. Yes. 

The Chairman. You do not mean to say that the laws of New 
England would protect the imsecured debt of a railroad company 
equally with a debt secured bv a first mortgage on the road ? 

Mr. HiNES. That seems to be a peculiar feature of the laws of New 
England, and it very greatly embarrasses the value of many mortgages 
and greatly embarrasses reorganization under certain conditions. 

The Chairman. Do you know about the amount of the outstanding 
mortgages against the Boston & Maine ? 

Mr. HiNEs. Hie statement on page 14 of the former hearings shows 
the bonded indebtedness, incluoing the $20,000,000 of bonds pro- 
posed to be issued by the Federal &)vemment to be $104,060,000. 
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The Chaibman. Will you put in the record a table showing the 
bonded indebtedness of the Boston & Maine and of the subsidiary 
lines? 

Mr. HiNES. Yes. 

(The statement of bonded indebtedness of the Boston & Maine 
ftnd of its subsidiary lines follows:) 

Boston & Maine R. R $43, 338, 000 

Rt(4burg R. R. Co 24,080,000 

Boston <fc Lowell R. R. Corporation 6, 114, 000 

He Concord & Montreal R. R 7, 223, 000 

Connecticut River R. R. Co 2, 259, 000 

Manchester & Lawrence R. R 274, 000 

Vermont & Massachusette R. R 772,000 

For advances from the Federal Government to pay indebted- 

neflB (approximate) 20, 000, 000 

Total 104, 060, 000 

The Chaibman. Has the Boston & Maine been paying its annual 
interest charges during the past on the bonded inaebtedness that it 
now has ? 

Mr. HiNES. Mr. Chainnan, I do not recall and I will have to verify- 
that. But the veiy important feature which this reorganization 
completely changes is that the rentals on its leased lines constitute a 
very large total and came ahead of everything else, so far as the leased 
lines were concerned and, therefore, made it much more difficult to 
pay the interest on the bonds, whereas under this reoi^anization 
plan those rentals are eliminated as fixed charges and the entire 
mcome of the Boston & Maine will be available to pay interest on its 
bonded debt. 

The Chairman. After you have prepared this table and analyzed 
it I wish you would also append to your remarks in this connection 
4 not-e with regard to the solvency of the Boston & Maine and these 
subsidiary lines and the character of the proposed loan, so far as 
reflected in the earnings and the ability oi the company and sub- 
sidiary companies to pay their indebtedness. 

^Ir. HiNES. I shall oe glad to do that. 

Note. — The foregoing tables indicate clearly the ability of the reorganized com- 
puiy to meet the interest on the bonds to be acquired by the Government. 

Loan to New York, New Haven & Hartford Railroad. 

Mr. Slemp. In the case of the loan to the New York, New Haven 
&• Hartford, was any similar retirement fund arranged for as was 
the case in connection with the Boston & Maine loan ? 

Mr. Hines. No ; there was not. 

Mr. Slemp. So that when that loan matures in 1920 you would 
be up against the same proposition you had when you made the loan ? 

Mr. mNES. Yes; except that financial conditions may be more 
iayorable and a general solution of the railroad problem may put the 
thing in a more satisfactory shape. 

Ml. Slemp. That is a chance we must take ? 

ilr. HiNES. Yes. There was no source from which such a fund 
could be derived in the case of the New Haven. 
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Expenditures Chargeable to Capital Account. 

The Chairman. Beginning on page 112 of the hearings and < 
on page 115 there wiU be found two tables, one giving the ex 
tures from January 1 to December 31, 1918, in connection wit! 
chargeable to capital account, by classes of work, for class 1 rail 
Was that an estimate or was that the actual amount of expenc 
chargeable to capital account for 1918? 

Mr. HiNEs. These tables were actual for the 11 months to N 
ber 30, 1918, and were estimated for December. 

The Chairman. Have you already made your estimates fo 
character of work for 1919 ? 

Mr. HiNES. We have not forecast the expenditures whicl 
actually be made in. 1919. What was done in these tables, 
the month of December had passed, was to make an estimf 
what was actually spent in that month before we had received t 
returns, and we can not forecast at present what will be spent i 
future months of this year. We may have a general idea as t 
probable amount, but that will be subject to a great many cha 
so that we can not very well forecast in such detail just ho^ 
money will be spent. We could give you a pretty close estimi 
what nas actually been spent in the four months up to April 30 

The Chairman. Can you supply a new statement of actual exp 
tures during the year 1918 in connection with work chargeao 
capital account and an estimate in another table of the am 
probably spent the first four months of the year ? 

Mr. HiNES. Yes ; we can do that. 

Note. — Expenditures by individual roads or by classes of work chargeable to 
tal account for the four months ended April 30, 1919, are not yet available, 
estimated that the total expenditures on capital account, excluding equipniem 
chased by the United States Railroad Administration for the benefit of the raJ 
companies, will be approximately $150,000,000. 

The Chairman. And also another table, similar to that conmi 
ing on page 112, as to the amount of work done chargeable to ca] 
accoimt for each of the roads mentioned ? 

Mr. HiNES. Yes; we will do that. 
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Expenditures in connection with work chargeable to capital account for Class IroXiM 

by classes a/work^ for year 1918. 

Additions and betterments (excluding equipment): 

Widening cuts and fills, filling trestles, etc $4, 190. ) 

Ballasting 4,416,| 

Rails and other track material 15, 195.3 

Bridges, trestles, and culverts 24, 089.fl 

Tunnel and subway improvements 1, 23-5. j 

Track elevations or depressions 3, 827.^ 

Elimination of grade crossings ; 4, 361, j 

Grade crossings and crossing signals 927.J 

Additional main tracks 31, 813.1 

Additional yard tracks, sidings, and industry tracks 61, 296. i 

Chances of grade or alignment 3, 61o,j 

Signals and interlocking plants 6, 689.1 

Telegraph and telephone lines 3, (M\l 

Koadwav machinery and tools 1, 263.1 

Section houses and other roadway buildings 1, 987.1 

Fences and snowsheds 953.1 

Freight and passenger stations, office buildings 18, 190.1 

Hotels and restaurants m.5, i 

Fuel stations and appurtenances 4, #2 i 

Water stations and appurtenances 6, 725.1 

Shop buildings, engine houses, and appurtenances 33, 742.1 

Shop machinery and tools 8, 187.i 

Electric power plants, substations, etc 7, 31 1. 1 

Wharves and docks 1, 690 1 

Coal and ore wharves 4, 6^ 1 

Grain elevators and storage warehouses 1, 72^ 

Real estate 351 1 

Assessments for public improvements 1, 3^5 

All other improvements 5, 3^W' 

Total (excluding equipment) 263, 19ii 



Equipment: 

Locomotives, steam 69. 2^- 

Locomotives, other 1, 1^ 1 

Freight-train cars 72, 2»il 

Passenger-train cars 10, 2^ 

Work equipment 2, b 

Motor car and trailers V. 

Floating equipment >l 

Miscellaneous equipment. 1, M 

Improvements to existing equipment 18, W 

Total equipment (excluding equipment ordered by U. S. R. R. 

Administration) 176, ^'»4 

==\ 

Construction of extensions, branches, and other lines 17, (MJ 1 

Total, all work (excluding equipment ordered by U. S. R. R. 

Administration) 457, "" 



( I". 



Equipment ordered by Railroad Administration: 

Locomotives 40, 6<)1 

Freight-train cars • 77, In.1 

Total 117,7V I 

Grand total (including equipment ordered by U. S. R. R. Ad- | 

ministration) 575, V^ I 

Note.— The amount shown In letter to Secretary of the Treasury in regard to recommended appr-d 
tion aggregated 9563,782,325, which figure related to all railroads in Federal control, but includes or. 
amount actually carried on the Federal books. The above statement relates to Class I railroacb oc' 
figure for other companies not being tabulated by classes of work. In addition it includes all ad i 
and betterments on such roads, including some amounts expended by the corporations which ▼<][■ 
carried through the Federal books. Nevertheless, it substantially represents the additions ana t* i 
ments by classes of work Included in the item of $563,782,325 above referred to. 



The Chairuan. You c&n also funuBh us a table showing the de- 
scription of equipment by classes, similar to that found on page 116, 
can vou not? 

Mr. HiNBS. Well, this table on page 115 shows the equipment 
iffdered in 19118 and there has been no additional equipment ordered 
Id 1919, so that this still stands as the equipment that has been 
ordered. 

The Chairman. I will ask you to put in the record a table showing 
&e actual data with regard to equipment furnished for 19IS. 

Mr. HiNES. Very well. 

(See p. 128.) 

The Chaibman. Now, with regard to this equipment, when was it 
erdered? 

Mr. HiNES. It was ordered in the spring of 1918. 

The Chaibhan. That equipment was ordered — at least to some 
extent — in anticipation of the heavy demand that would be made 
on the railroads because of war activities, I take it ? 

Mr. Hikes. I should put it this way: It was the belief that in the 
nomial course of affairs the railroad companies ought to have that 
much additional equipment; the wastage of freight care would fall 
not far short of 100,000 cars every year and the railroads had prob- 
»bly fallen behind in the amount of replacements that they should 
have made; so that on general principles, viewing the matter from 
the standpoint of railroad experience under private man^ement, the 
100,000 cars represented an order that ought to be made. As to the 
locomotives there was even less question because the locomotives 
Kere badly needed. Now, the war necessities impelled us to be 
iprompt in putting in those orders and trying to get the equipment as 
■promptly as possible, because we believed, n the war continued, that 
'there would be a serious necessity for the equipment, but I think on 
Ipneral principles, and independently of the war, that it was a per- 
' lectly natural and proper move to make, that is, to get that additional 
[ equipment. 

I The CHAraMAN, To what extent were the facilities of the various 
railroads employed to build freight cars or parts of freight cars ? 
; Mr. HiNES. As I recall, the only freight cars that were built in 
'ttilroad shops or planned to be built in railroad shops were the 
freight cars proposed to be built in the shops of the Chicago, Milwau- 
kee & St. Paul. It is going a little beyond your question, but, 
perhaps, it will be of interest to you to say that we did as far as 
pjssihle get the railroad shops to build locomotives, but we did not 
sitampt to have the cars built in the railroad shops, except in the 
St. Paul shops. 

The Chaibhan. It has not been customary for the roads to have 
fare built in their own shops ? 

Mr. HiNES. I do not mow the extent to which that has been 
fustomary, but my general impression is that we regarded all of the 
shop capacity of the companies available for freight-car work as 
needed for freight-car repairs. In other words, no question seemed 
'<> arise as to there being any available shop capacity for the building 
of cars. 

The Chairman. Then, this equipment was all purchased from the 
wncema that are organized and equipped to f^irnish equipment for 
fwlwaycompaoies ? 
Mr.HiNEB. Yes. 
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Objection of Railroad Companies to Pay for Equipment. 

The Chairman. Mr. Hines, what was done after it was discovery 
hy the Raihoad Admrnistration that there was some objection o 
the part of some of the raihoads to taking some of this equipmeni 
for one cause or another^ in the way of cancehng contracts th t ha 
heen previously made ? 

Afr. Hines. I think I can best state that in this way: Praoticall 
at the outset the railroad companies objected to being required t 
buy any equipment at all. They said the equipment was needed fo 
war purposes, and that since unaer the statute the President had th 
power to buy it for the Government he ought to do it ; and while tb 
statute also gives him the power, in his discretion, to require th 
companies to pay for it, the companies did not think they ought tj 
pay for it ana that the Government ought to buy this equipmeni 
rent it to the railroads, and then at the end of Federal control havi 
the equipment on its hands and dispose of it, if it could. Tha 
general objection to the railroad companies being required to taki 
equipment was overruled, after careful consideration, by the Railrow 
Administration. 

We felt that the railroad companies had been accorded a ven 
important protection and benefit in having a guarantee of this renta 
during an exceedingly difficult period when, without it, they woul(| 
have Been in an exceedingly precarious condition, and that it was ui 
to them to provide any necessary enlargement of their facilities and 
that they ought to take this equipment and pay for it. So that gen- 
eral objection was overruled and we adhered throughout to that 
Eosition, beUeving it was in the interest of the Government not tc 
ave any equipment which it would have no use for at the end of th^ 
war, and whicn it could only rent in times of great scarcity of equip- 
ment, and which it would have on its hands cQl the rest ot the tinie, 
and also that it was perfectly fair to require the railroad companies 
to buy this equipment. 

Beyond that, the companies made the objection that anyhow they 
ought not to be requirea to pay war prices for the equipment; that 
even if they were required to take it they ought not to be required to 
pay the war prices. That was very careudly considered and we 
reached the conclusion that, generally speaking, the railroad compa- 
nies ought to be required, with respect to improvements made dunno: 
the war, to pay the prices they would have had to pay if they haa 
not been taken over by the Government. In fact, our standard con- 
tract was drawn on that theory, that while a company might claim 
that it had been required to make improvements or purchase equip- 
ment which were not necessary, yet, that when the question of necessity 
was estabUshed, it could make no claim on account of the fact that 
it had to pay war prices for it. So that Question was decided against 
the railroad companies, and the standara contract was promu^ateil 
on that theory and was accepted by the companies, and that ques- 
tion was out of the way. Tnen the further oDJection was made by 
some of the companies that we had allotted them too much equip- 
ment, or equipment of an improper type, and in each of those cases 
we took it up and investigated on its merits, and in some cases we 
cut down the allotment, where we felt that the position was well 
taken by the raihoad companies, either in whole or in part, and we 
adjusted those cases as we went along. 



Now, then, up to the time of the signing of the armistice there was 
10 prospect of any let-up in business or of any change for the bettor 
n conditions in any way, so that no question arose as to the desira- 
)ilitv of endeavoring to cancel any of this equipment; we believed it 
Fould all be needed immediately for war purposes as well as being 
leeded for the permanent gener^ purposes of the companies. 

Cancellation of Contracts fx>e Cabb. 

Shortly after the armistice was signed we took up the question of 
lanceling, if possible, a lot of these cars. Our general counsel was 
rery much in favor of cancellation; but out purchasing people, who 
mrw just how far along they had gotten with the orders for the 
farious parts of the cars, were aubioua about our ability to bring about 
I cancellation without incurring claims for damages which would 
involve more of a loss than the completion of the cars. So we had a 
conference which was attended by our general counsel; he was put in 
charge of the conference because ne was so anxious to cancel, and the 
result of a very thorough canvass of the situation was that everybody 
ttw that the work had progressed to an extent where cancellation was 
not possible. So the iaea was abandoned. 

The Chairman. That was true as to locomotives and other equip- 
ment — that the work had advanced to such an extent at the time of 
the signing of the armistice that it was deemed best to simply 
complete the contracts t 

Mr. HiNES. We did not give any consideration to the cancellation 
of locomotives because we believed they were needed in any event 
»nd went ahead with them; the freight cars represented the only part 
of the orders that we considered canceling. 

I The Chairman. Are the railroad companies objecting to the alloca- 
■tioD of locomotives. 

Mr. Hines. There have been a good many technical objections, but 
I think, broadly speaking, the contest has been with respect to the 
f&Ts, and that the necessity for the locomotives is pretty generally 
^eed to. 

The Chairman. My recollection of the hearings in the Senate is 
that there was some complaint because the administration had ordered 
Irpes of equipment not suitable for the roads to which it was allotted. 
'Has any substantial objection been made along that line! 
' Mr. Hines. There was a good deal of criticism in that direction, 
^«t I think very little of it was substantiated. Where the companies 
niade out a perfectly good case that the equipment was not adaptable 
to their lines we either canceled it, if they did not need any equipment, 
or substituted another type for it. 

The Chairman. Mr. Hines, I wish, in preparing the statement with 
regard to equipment, you would put in one column the amount already 
•imvercd and the latest date at which the balance of the equipment 
^ill probably be delivered, 
Mr. Hines. Yes; we will be very glad to do that, 
(The statement referred to follows:) 



128 APPROPRIATION FOR CONTROL OP TRANSPORTATION SYSTEMS. 
DfKTtpfton ofequipnunt ordered daring 1918 and dtliverUi to May 18, 1919. 
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Eallmated dsM when dellTiriee ol can Bill be completed, Oct. 1, 1919. 

Mr. Slemp. Mr. Hinea, there was one point that Mr. Sherlev 
brought out yeaterday which is not exactly clear to me. I under- 
stand that under the contract, section 7, these various railroad com- 
panies have a certain time within which to make objections, and i 
will read you the language I have in mind: , 

In tlie event of a difference as to the fact whether additions and betterments are 
for war purposes and not for the normal development of the companies, or aa to wheibM 
an addition ia a road extension, the question may. on application of the director jren- 
eral or the company, be referred to and determined by the commisaion. 

Both sides had a certain time within which to make objectioiis, 
did they not ? 

Mr. HiNES. There is a time limit within which a railroad company 
may make a claim for damages where it has been required to pav for 
additions and betterments or equipment that were not needed for 
normal purposes but were needed for war purposes onlv; there is a 
time limit on that, but it does not go to the question of cost; if the 
equipment or additions and betterments were necessary for noimal 
purposes then the company, under the contract, has to pay the cosl. 

Mr. Sleup. Has that time limit already expired as to those rail- 
roads which have signed their contracts with the Government ? 

Mr. HiNES. My impression is that it has not, but I would have to 
verify that. Mj impression is that they still have time within which 
to make objections. 



Cooperative Contbaot8 with Shobt-line Railroads. 

Mr. Slemf. Mr. Hines, have you made arrangements for final set- 
dement of any contractual relations with tlii* snort-line railroads or 
have you made any statement in the record as to that t 

Mr. HiNEs, We Have entered into cooperative contracts with quite 
a number of short-line railroads. I am not advised that we have 
mjide a final settlement with any of tliem yet. 

Mr. Slemp. Have you put in the record anywhere the amount paid 
ttiem on their account, or any statement of tne relations between the 
Railroad Administration and the short-line railroads, or have you in- 
cluded anything in your deficit estimate for them t 

Mr, Hikes. Nothmg has been included in the deficit estimate for 
ffhftt we would be required to pay under our cooperative contracts to 
the short-line roads for the calendar year 1918. Now, there will bo 
some payments there, but it has appeared impossible to undertake 
tu estimate what it will be. Our general view has been tliat it wouki 
not be, relatively speaking, a very large amount, and yet we have not 
been able to fix the figure with any precision, and it has been my idea 
as that matter developed we woufd bring forward the facts, and any- 
tliing we did now would be a pure surmise as to the amount. 

Mr. Slemp. But your books would show what you paid them in 
some way, would they not i 

Mr. HiNES. We have not paid them. You see the situation with 
the short-line companies is that we do not agree to pay them anytriin^; 
as compensation for the use of their proi>rrty. There are two re- 
spects in which our agreements may involve the payment of money 
tiithcm; one is, that we give them two days' free time on the use of 
fiirs; that is, to certain classes of short-Hne roads, and that will in- 
volve a money payment, and will depend on how many cars they t:ikc 
and how long they keep them. Another is that we agreed during 
Fi'ileral control to give tliem substantially tlic same amount of inter- 
I'litinge traffic whicli they enjoyed during the test period, and it is 
contemplated that we will make some money settlement fo" thi.t 
part of the past period of Federal control, in the event the iiiterchangi 
iraflic they enjoyed in that time fell sliort of what they wouM be 
*iUitled to under the contract, but that is a thing that would have 
to be worked out as to each company, and we have felt that we werti 
Hot in position to make any estimnte that would teal y be usefu'. 
It would be after all a surmise, and since the amounts in .-olveil w»iul:l 
I'lt be so large as to disturb the general character of th' nnnroprit- 
tJon, it would be better to wait until we kn"w the e.xact facts. 

Mr. Slemp, Are tiie short-line roads making any serious claims for 
I' emselves in regard to compensiiticn ? 

Mr. HiNKs. Mr. Slemp, I will be glad to verify that. My present 
i;iii)res.sion is tiat t. cs,' claims have not taken definite shape. 

Mr, Slemp. No real different e has developed up to date between 
I em and t. e Railroad Administration? 

Mr. Hines. Not that I am aware of, but I will verify that an<l 
iilvise you later. 

121157-19 '.) 
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Requirements for 1919. 

The Chairman. Mr. Hines, taking up now the requirements of tit* 
railroads for 1919, as I recall, when you appeared before the com- 
mittee last February, when you were asking an appropriation of 
$750,000,000, you stated that you expected tl^e operations for this 
year to bring in enough money to pay the operating expenses of the 
roads and the amount required to pay the rental under the standard 
return. What has occurred since that time to change your opinion 
with regard to the net results of the operations of the railroads for 
1919? 

Mr. Hines. Mr. Chairman, when I was before the committee in the 
last Congress, I did not undertake to express the opinion that the 
results of this year's operations would be sufficient to pay the oper- 
ating expenses and the rental. I was asked about that subject 
several times in the course of the record and these are the statements 
that I made in regard to it. I was asked if I had taken into consider- 
ation any deficit for 1919 and I replied: 

1 feel that is s) higlily speculative for this year that A\e riight not to undertake ti. 
make any prediction about it, and if any operating: loss occurs, it will in effect be car- 
ried on to the point \Uiere it can be taken care f f in the future; but the \vhole thiiiL' 
is involved in s-^ many elements of uncertainty that you simply can not f >reruM 
about it. 

Then, again, I referred to the matter somewhat more in detail and 
I said : 

Any such forecast is particularly difficult this year on account of the unus-ually 
disturbing factors as to the volume of business, and aleo because right now we an* 
going through these processes of readjusting operating expenses. The outlook is thai 
in the first six months of this year there will be a considerable falling off in busine-? 
On the other hand, the outlook is for an extraordinarily large crop this year whi< h 
could readily make an imusually large business in t he fall . Along with that fluct uat iiii: 
condition, we do know that these operating matters are imdergoing readjustment. 

Now, I made various references to the subject in response Uy 
questions throughout the hearings, and while they varied in phrase- 
ology, I think the general effect was the same as that. Possibly, thr 
furthest I went in the direction of undertaking to express an opinion 
on the subject was when I said this: 

It is much more difficult this year than any other year to make a prediction a? lo 
how the thing is going to come out. I should say that everything considered, it Iwk- 
now as if we could not reasonably expect any substantial surplus over the rental- 
We may find a moderate deficit under the rentals, but I do not thmk it would be enoueh 
to effect the estimate one way or the other for the appropriation. That may be v^^ry 
much upset unfavorably if th?re is a very radical falling off in business. On the othir 
hand, it may turn out very much more favorably if there is, in the latter part of thf 
year, a substantial increase in the business. 

Now, my anticipations of a falling off in business have been more 
than realized. The business has fallen off in a very pronounced way. 
In addition to that, my increasing experience as I nave gone into this 
matter and have traveled over the country, and have come in con- 
tact with the operating officers, has impressed me even more than I 
was impressed m February with the view that the purchasing power 
of the dollar has been diminished to an extent that is not offset bv 
the 25 per cent increase in rates, unless we shall find that we will 
have a big increase in business and that it can be done at an exception- 
ally large profit, so as to offset what would otherwise be the los>. 



As indicated in some parts of the record, which I have not read to 
you, I specifically pointed out that we were likely to have very 
unfavoraole results the first six months. On the whole, I should say 
that the developments have simply confirmed and intensified the 
representations 1 made to the committee at that time. The losses 
have been larger than I then foresaw or thought there was any 
occasion for anticipating, but they aie due ver^^ much to the causes 
which were then outlined. 

The Chairman. I was not attempting to quote you literally, be- 
cause it has been some time since I read the hearings, but my impres- 
sion at the time you made the statement, supplemented somewhat 
by the fact that there was no estimate for a deficiency for 1919, was 
that you rather thought it was likely the Railroad Administration 
would break even on this year's operations. Now, you. say the 
trafiic has not met your expectations so far as volume is concerned. 

Mr. HiNES. Well, I would put it in this way: I expected it to fall 
off; but the falling off has been even more pronounced than I had 
in mind. 

The Chairman. Is that true of both passenger and freight trafiic? 

Mr. HiNES. No; it is true of freight traffic. Passenger traffic has 
kept up fully as well as I expectea. 

rhe Chairman. Passenger traffic is above the normal for the pre- 
war test period, is it not, not taking into consideration the movement 
of troops? 

Mr. HiNES. You say not taking into consideration the movement 
of troops? 

The Chairman. Yes. 

Mr. HiNES. I have not those figures before me, but I am inclined 
to think that is not the case. If you remember, there has been the 
increase in passenger rates, so that operating revenues now do not 
reflect as great a volume of passenger traffic as the same operating 
revenues would have reflectea in the test period; but, of course, there 
has been a growth of the country, ana there would be a normal 
growth in passenger traffic in that time. I should say that it had 
held up, including the troop movements. I am not sure it would 
be true for the country as a whole if we left the troop movement out 
of the question. 

The Chairman. I do not want to unduly burden you with requests 
for tables and irformation, Mr. Hines, but if you have the information 
available I wish you would put in the record a statement as to freight 
movement and passenger movement, compt^ring the first four months, 
or so much thereof as you are al>le to get the information, with the 
like months of the average for the test period. 

Mr. Hines. Mr. Chairman, I understand there rre a good man}^ 
technical difficulties in getting this information in the form you sug- 
gest, because it was not kept by mont'r.s in the cj rly p»rt of the test 
period. 

Tlie Chairman. Was it kept by quarters ( 

Mr. Hines. No; just annually, so that wo would have to make a 
Qiere approximation which might fall wide of the mcrk. We will 
give you everything available, and I thir k it will throw a useful 
light on the question of the relative volume of husiress. 

The Chairman. Was it kept for any one year o[ the three years of 
the prewar test period ? 
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Mr. HiNES. We have the net ton-miles by months for the year 1917, 
and in the statement which I gave yesterday, I called attention to 
the net ton-miles per mile of road for the year 1917, the year 191 S, 
and the year 1919 for the months of January, February, March, arc! 
April, and I am already having inquiry madfe as to what is availablo 
back of 1917 on a similar basis. 

The Chairman. I have been advised that the freight movement in 
net ton-miles for the three months ending March 31, 1919, is 85,033,- 
390,000 as compared with 95,032,526,000 in 1918. The decrease in 
1919 as compared with 1918 is about 14 per cent; but that the freight 
movement in ton-miles for 1919 for those three months is practically 
the same as the average for the like three months of the test period. 

Mr. HiNES. The figures I have are that for the three months. 
January, February ard March, the net ton-miles were approximately 
92,000,000,000, in 1917; 95,000,000,000 in 1918; and 84,000,000,000 
in 1919, for the three months. Now that is in line with what yoii 
say but I have not the average for the test period — they are just tlie 
figures for those months in 1917, which I think was the largest year 
in the test period, but I yesterday made some inquiry whicn I hope 
will develop some further ii formation bearing on that matter. 

The Chairman. Bearing on the same question, I have here a table 
which has been compiled showing; the average monthly operating rev- 
enue of Class 1 railroads for the prewar test period, an^ it is as follows : 

Januarv $55, 000, 000 July 70, 000, 0(m» 

February 47, 000, 000 August 88, 000, (My> 

March. .*. 08, 000, 000 September 92, 000, (XMi 

April 67, 000, 000 October 95, 000, <m mi 

May 77, 000, 000 November. 84, 000. (n h » 

June 85, 000, 000 i Decem]>er 73, 000, 0<m) 

The averasfe is aboiit S75,000.000 per month or a little more, an<l 
if these fi^jures are correct it would seem that for the month of Ma;^ 
the monthly operatint^ income is about the average for the whole year, 
and I wanted to inquire whether or not these figures reflect pra<- 
tically the movement of freight and of passenger traffic ? 

Mr. HiNEs. The total operating revenues or just the operatin: 
income ? 

The Chairman. The operatins: income of the roads. 

Mr. IIiNEs. A''ter taking out the operating expenses ? 

The Chairman. Yes, sir; and the taxes. 

Mr. HiNEs. I should say, Mr. Chaii-man, that the operating income 
would not throw a great deal of light on the movement of tratiic. 
because the operatinej income is what is left after takin<j: out the ojhm- 
atin'Tj expenses and taxes, ajid, of course, when you take them out 
w^hat is left is as much dependent on the volume of the expense^ a^ 
the volume of traffic. I think the operating revenues would be n 
more interesting figure as reflecting the movement of traffic; but 1 
do not believe we could predict anything as to the future movemeiK 
of traffic in this year from the average movement durino: the test 
period, because the conditions are so abnormal. We start with -«o 
many factors makins: for a small business, and then we have ahead 
of us some factors which indicate a very large business, and it is k'i 
abs )iutely abnormal conditi'>n in a great many respects. 
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The Chairman. But is not this true, that the aggregate amount of 
the standard return is the average of the operating income practically 
of the roads for the three prewar years ? 

Mr. HiNES. That is true: yes, sir. 

The Chairman. If that is the case, then, for example, you would 
have during the months of Septemher, October, and November an 
income that could be applied to the returns to the railroads, prac- 
tically twice as much per month, as you would have during the low 
months of January, February, and March ? 

Mr. HiNES. That might easily be the case: yes, sir. 

The Chairman. You are asking for $250,000,000 to pay a deficit 
that was brought about in the operation of the roads for the four 
months which are the four low months in operating income, and you 
are not taking into consideration the factor that anparently the rail- 
roads have alwdvs taken into consideration, that they do lose money 
during the first four months, but that the heavy movement of freight 
from the month of June until the 1st of December is sufficient not 
only to recoup what they have lost during the low months, but to 
enable them to pav a return upon their capital for the whole year. 

Mr. Hine'^s. Under our contract we are obligated to pay rental on 
March 31, one-fourth of the year s rental, even though the returns for 
the first three months are lower than the rest of the year. I think 
a great deal could be said in favor of apportioning the rental on some 
such apportionment as indicated by the figures you have given, but 
the contract puts the matter on a flat monthly basis. That is, the 
first three months shall be paid at the end of the three months and 
the next three months to be paid at the end of the six inonths, before 
this large business comes along. I think in all probability with the 
large business that we will make a much more favorable showing in 
the latter part of the year, but I have no idea that that showing will 
ho such that we will then have no deficit at all, except such deficit 
as would be indicated for the first four months on the basis of appor- 
tioning the rental as suggested by your figures. So, I think if the 
> -50,000,000 is appropriated on account of the deficit up to April 30, 
that undoubtedly that will all be absorbed, even on the other method 
of computation, in the early part of the year and before we get into 
the most profitable part of the year. So, I felt it was better to put 
the thing on the basis of one-twelfth the rental per month, because 
the contract so provides, than to undertake to make this apportion- 
ment and be in tne attitude practically of having understated the loss. 

The Chairman. Mr. Hires, when you estimated for $750,000,000 
for the deficit for 1918, to take care of contracts with the railroad 
companies and to pay them their return and to pay for the equip- 
ment, of course, that was with the full knowledge that Congress 
wjuld adjourn on tlie 4th of March and would not meet again until 
next December, unh^ss sooner ccmvened by the President. What 
coiulition would you have been in if the appropriation had been 
mnde and there had b(HMi no session of Congress until next Decem- 
ber — you would have been able to conduct the roads in an efficient 
way, would you not ? 

ilr. HiNES. I think that if there had been no session of Congress 
prior to December as tilings have turned out and this deficit had 
developed, even larger than I had in mind, we would have been very 
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greatly hampered in carrying on the situation the latter part of thii^ 
yenr. We would have been decidedly embarrassed in doirg so. 

The Chairman. Even at thnt time you knew of the falling off by 
the month of January which had already passed and the falling oft 
in December of last year ? 

Mr. HiNES. December was too near the war to make any differenct*- 
Even Jaruary had not developed to the point where we could makti 
any prediction about it. We did not have the preliminary figures 
of the operating results for January until about the 6th or 7th of 
March. We did not have them at all at the time these estimates 
were made. 

The Chairman. But your daily operations would reflect some of 
thefallirgofll 

Mr. HiNES. We do not get any daily statement as to expenses atj 
all. The most we do get is a weekly statement from some of tht^ 
roads as to their estimates of revenues. 

The Chairman. Of movements and so forth? 

Mr. HiNES. Yes, sir. So our ir formation along in February when 
this hearing took piece wr s very menger as to January. This hearii ^ 
occurred on the 5th of February and our information at that Ume\ 
was very merger r s to eJanurry. 

In addition to that, Mr. Chairman, the fact is that this situation is 
so abnormal and so fundamental in character that I believe it InI 
beyond the capacity of the human intellect to absorb it all at oncf . 
The things dawn upon us by degrees. The whole scope of the 
developments which are the outgrowth of the war certainly did not 
begin to impress themselves fully on me until I had an opportunity, 
after the adjournment of Congress, to travel around over the country 
and come into personal contact with the Federal managers. I am 
not sure that it has fully dawned on me yet. 

But, going back to your specific question, I do not think there i- 
any doubt, m the light of things as they have developed, that if vp 
had secured the $750,000,000 appropriation on the 4th of March ami 
Congress had not itiet and could not have dealt with that matter any 
further until December, we would have been very greatly onihar- 
rassed and hampered in clearing up this situation. The way it 
would have shown itself principally would have been in the holclin? 
back of the efforts which we want to make to get the railroad com- 
panies to refinance w^hat they owe the Government. That vihoV^ 
thing has been in a state of suspense, first, from one cause and then 
from another. During the year 1918 it was the war and the Gov- 
ernment's financing, in the early part of this year it was the forth- 
coming Government loan and also our extreme shortage of cash. 
and then it was the failure of the appropriation. 

If we get an appropriation which enables us to clean up in full 
and enables the corporations to pay off all the temporary loans thov 
have had to make to pay their interest and dividends, we then wi;' 
be in a position to begin to put the pressure on the corporations t*^ 
refinance and reimburse the Government. But if we had hail a 
$750,000,000 appropriation on March 4 and then there had been thf 
developments, as they have taken place, and no further appropria- 
tion had been forthcoming until December or January, we wouW 
have been in a position where we would not have any leverajrt* ^'^ 
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exercise, because we would not have been able to pay, and under the 
contract our principal leverage is to say to the corporations that we 
will not pay them what we owe them until they take reasonable 
steps to reunburse the Government. If we are in the position, 
through shortage of cash, that we can not pay them anyhow, that 
does not amount to very much leverage ; ana it gives them an excel- 
lent excuse for not doing anything effective in the way of reimbursing 
the Government. I have, perhaps, strayed far from your question, 
Mr. Chairman, but 1 am so impressed with the value to the Govern- 
ment of making available a special fund to clean this up, and then 
putting us on solid ground, and then to make the corporations come 
across and reimburse the Government. Undoubtedly we would 
have suflFered from an inability to do that on the hypothesis of your 
question of getting $750,000,000 on the 4th of March and tnere 
T>eing no relief before next December. 

The Chairman. What new developments have been discovered 
since your former hearing which would cause you to modify in any 
material degree your prior estimate ? 

Mr. HiNES. The most important development has been this 
deficit of $250,000,000 which nas been in excess of anything I antici- 
. pated. 

The Chairman. It was not very much in excess ? 

Mr. HiNES. I should say it was considerably in excess. ' I did not 
believe that the conditions would turn out as unfavorably as they 
have turned out. 

Mr. Byrnes. Why could you not have anticipated it 1 

Mr. HiNES. As I say, the thing is beyond the power of the human 
intellect; it is a thing you have to absorb as you go along. I was 
satisfied that there would be a falling off in business and that it 
would produce a loss of income, but I did not anticipate either the 
falling off of business or the loss of income which has come about. 
Another development that has struck me with special force is the 
need of additional working capital. That was a thing that I did not 
appreciate as fully in February as I appreciate it now. I believe 
that additional working capital would be worth as much to the Gov- 
ernment in the way of puttmg it in a position to handle the situation, 
as anything else that could oe done. That is an important factor 
in our additional appropriations. 

Mr. Byrnes. But in submitting your former estimates why did 
you not allow for a margin of sufficient working capital 'i 

Mr. HiNES. We allowed for a margin, but we did not allow for 
enough. There again in a study of this question it is a difficult thing 
to know in advance; it is hard enough to know as it happens. 

Mr. Slemp. Possibly, if you had the January returns, they were 
rather satisfactory, there was a favorable movement of traffic at 
that time ? 

Mr. HiNES. The January movement of freight had not fallen off 
very materially. 

Mr. Slemp. There was a big falling off in March and April ? 

Mr. HiNES. It has been much more pronounced in the latter month. 
There was this other feature in connection with that. W^hen we got 
the January figures, it seemed reasonable to assume that the heavy 
operating costs were due to a very large extent to the fact that we 
had not gotten down off the war basis of conducting the business, 
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and that the saving in operating costs for subsequent months would 
be deciaedly pronounced. Now, the result has not shown that. It 
has indicated that these costs are due much more to the fact that 
the increase in cost has been entirely out of proportion to the increase 
of rates than it was to any temporary condition of being on a war 
basis. There again, that is a matter which has developed itself as 
we have gone along, and it was not clear to us even after we got the 
January returns, wTiich was not until the 5th or 6th of March for the 
roads as a whole. 

Mr. Cannon. From what you sav, whv not increase the rates ? 

Mr. HiNEs. I went into that with a great deal of detail yesterday, 
giving my reasons why I felt it should not be done now. 

Mr. Cannon. I have just wondered from time to time, with the 
little knowledge I have, why this business should not be so conducted, 
either by increasing the rates or decreasing the expenses, so as t(» 
make one hand wash the other. 

Mr. Hines: As the permanent pohcy that is undoubtedly the 
proper policy. The question is whether it is wise to inxrease the rate 
level enough now before we can measure better the results that will 
come from an enlarged business. My judgment is against it. I 
think it would be much better, in order to protect the general situa- 
tion of the country, as well as the welfare of the individuals through- 
out the country, to hold this situation where it is until we get more 
light on how it is going to work. 

The Chairman. If you had charged a rate on freight movements 
sufficient in 1918 to have paid the entire deficit, how much, in per- 
centage, would you have increased the freight rates, on an average ^ 

Mr. Hines. In 1918, as the thing actually was worked out, wc 
would have had to charge enough in 6 months to take care of the 
increased cost for 12 months, and that would be rather a distorted 
situation, .^gain, in 1918 the costs were on an ascending scale an<l 
did not get practically to their level until 1919. Of course, we could 
make a computation, but I do not know that it would be very en- 
lightening on account of these disturbing factors. 

The Chairman. In paying the railroads the standard return under 
the contract do you pay one-quarter of it each quarter or do you 
agree to pay it somewhat in accordance with the previous experience 
of the road with repjard to their earnings for each quarter? 

Mr. Hines. It is payable quarterly in equal quarterly install- 
ments. 

The Chairman. You have stated that there was quite a falling o J 
in freight movement. Did you reduce the operating expenses of the 
roads during the first four months of the year ? 

Mr. Hines. I have not the figures before me, but my general im- 
pression of the situation is that the expenses were not reduced, 
because the increasing costs were manifesting themselves to a greater 
extent right along. Again, we have three important accounts in 
operating expenses, the maintenance of equipment, the maintenance 
of ways and structures, and the transportation. A considerable 
part of the transportation cost could be held pretty closely to the 
amount of traffic carried, because freight trains are not rim unless 
there is traffic to carry. The maintenance costs, however, are not 
handled on that basis. The unusually favorable weather during 
the past winter has led to the maintenance work being unusually 
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heavy and our greatest increase in operating costs for January, 
February, and March have been in these maintenance accounts. 

The CSiAiRMAN. During the first three months of this year you had 
about as favorable a season as you ev^er had to operate the railroads, 
had you not ? 

Mr. HiNES. Yes, sir. From the standpoint of profit a good many 
of our people are dubious whether it helped us, because the weather 
was mild and it greatly cut down the transportation of coal and 
interfered with the transportation of other classes of trafiic in other 
parts of the country. 

The Chairman. There was very little snow ? 

Mr. HiNES. There was practically no snow in a great part of the 
country. 

The Chairman. Were you not able to reduce your labor expenses 
considerably on that account ^ 

Mr. HiNES. Maintenance labor which would have been used in 
clearing away the snow, of course, w-as used on other maintenance 
work. As a matter of fact, on account of the favorable weather they 
did an unusually large amount of maintenance work; maintenance of 
ways and maintenance of equipment were on an unusual scale on 
account of the favorable weather conditions. 

The Chairman. Then, you will not be compelled to do that work 
in some subsequent quarter of the year ? 

Mr. HiXES. 1 think that will be reflected in more favorable results' 
the latter part of the year than it would have been otherwise. 

The Chairman. What I was trying to get at in a broad way was 
this: If your work that you had to do had so materially fallen off, 
then the number of men required to do the large amount of work 
ought to have been materially reduced when you are only called 
upon to do a largely reduced amount of work ? 

Mr. Hines. Again, let me go back to this special class of work. 
Tlie maintenance work that we did was unusually large and so, of 
course, we did not lay off men in those departments. In the trans- 
portation work, the station agents, the telegraphei-s, the crossing 
watchmen, and various other classes of labor was practically the 
same whether the work done was large or small. That is one of the 
embarrassments of a small traflTic, a great part of the cost has to be 
carried whether done or not. In the train and engine service un- 
doubtedly the number of miles run by the train and enginemen for 
which they got pay was controlled very closely in reference to the 
volume of traffic, but that was the only class of service where that 
control could be exercised. 

Under private control if the railroads had been confronted with a 
corresponding situation w^hat they would have done would have been 
to cut down their maintenance to the bone. That is the way a rail- 
road company under private management takes care of itself in a 
period of depressed business. When its revenues are small it cuts 
down its maintenance, discharges its employees, and the maintenance 
of equipment accounts are few; only what is absolutely necessary for 
safety. In that way they make a much better showing than by 
keeping the maintenance work going full blast. We did not pursue 
that policy because we recognized that we had certain obligations 
under the contract. We thought that to do that work would help the 
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situation rather than to discharge a lot of men and add to the unem- 
ployment. It is your assumption that on account of the {ailing off 
of the work we could lay off a lot of men. I think it has not worked 
out in practice, because sooner or later we had to do that work. It 
was a good time to do it when the traffic was light; it would improve 
the general employment situation to do it at that time and we weiit^ 
ahead pretty actively on that work. 

The Chairman. Some of the departments of the Government 
entertain the belief that the Government should continue to employ! 
men whether the men are really needed or not, in order to take carej 
of the Question of the imemployed. To what extent has the Rail- 
road Administration continued to keep men during this year ivhen 
their services could well have been dispensed with ? 

Mr. HiNES. It has not been our policy to employ any men that we 
did not need. In the maintenance wort it was a question of needing 
them sooner or later and it was better to give them the work when 
it was most needed by them. • We have not sanctioned in an^^ way 
the employment of men just to keep them employed. We had no 
authority to use the Government's money for any such purpose. 

Freight Rates. 

The Chairman. Yesterday we discussed somewhat the question 
* of freight rates. Have you increased or decreased freight rates any 
during this year ? 

Mr. HiNES. I think, if it is agreeable to you, that I can better 
discuss that rate question by taking 1918 and 1919 together. 

The Chairman. That will be perfectly satisfactory. 

Mr. HiNES. When General Order No. 28 was issued, it was done 
as an emerajency measure and was done on very short time, consideriiur 
its far-reaching character. It was realized that a great many relation- 
ships would be disturbed by the rates put into effect. Therefore, 
when it was issued, it was contemplated that such readjustinent> 
would be made as were necessary to avoid any imdue disturbance of 
existing relationships. The result was that with a coimtry as big a^ 
ours and with so much mileage and so many millions of rates involve<i. 
a great many rate changes were made. The Division of Traffic advise^ 
me that it issued 8,788 orders authorizing changes in rates after 
General Order No. 28 was put into effect but that, almost without 
exception, those changes were made simply to carry out the general 
principle of the order, including the fundamental principle that 
existing rate relationships were to be preserved as far as possible. 
They came about in a great many ways, and they were made when, 
on review, it was felt that some modification should be made simply 
to carry out the principle of the order. 

The reductions were practically offset by the increases, and the 
matter wa ^ virtually a stand-off. Changes were made for that pur- 
pose, and with a view to neither increasing nor diminishing revenut^. 
but simply for the purpose of getting a reasonable adjustment of 
the rate structure. The director of traffic says that he believes the 
only substantial exceptions to that general principle would be the^e 
There was an increase in the allowance for tne compression of cott »p 
of 5 cents per hundred pounds. It was intended that the shipper^ 
should be required to pay that in?rease of 5 cents per hundred poun<U 
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for the compression of cotton, but there was so much resistance to 
that, upon the ground that it was an unreasonable burden upon the 
shippers, that it was finally decided that the railroads would absorb 
that 5 cents per hundred pounds increase in the cost of compression. 
That resulted in the fact that, whereas an increase of 15 cents per 
hundred pounds on cotton had been made, the net increase was only 
10 cents per hundred pounds, because 5 cents of it was used to pay 
the additional 5 cents per hundred pounds which was added to the 
cost of compression. That was one case where there was in effect 
a reduction m the rate. 

Another was a reduction of 15 cents per hundred pounds on ap- 
ples from the Pacific coast section as an emergency matter to help 
the apple growers, who had suffered great loss m tne previous year, 
and who had a promise of further loss on the crop involved. This 
rate wsls only for the season ending May .31 last. Another reduction 
was ill the rate on feed for live stock in the drought-stricken dis- 
tricts of the Northwest and Southwest, and there was an emergency 
reduction for the shipment of live stock from the Southwest to other 
sections of the country on account of drought. Another was a reduc- 
tion which was made this spring of 10 cents per ton in the rate on 
sand, gravel, and crushed rocl^ for public road-making purposes, where 
the rate w^as borne by some municipality or other public body. Now, 
those are the only rate reductions which the Division of Traffic thinks 
would be outside of the general principle of making both reductions 
and advances to carry out the theory of General Order No. 28. 

Export and Import Rates. 

In addition to that, there were some changes in the import and 
export rates. You asked me about that, and at the proper time I 
can explain that matter. 

The Chairman. You may explain it now, if you will. 

Mr. HiNES. I will read this memorandum, which is in very rough 
shape, and which has been prepared by the Division of Traffic: 

The Government commenced to operate the railroads on January 1, 1918. At that 
time and until June 25, 1918, certain import rates were in effect via Pacific coast, but 
which rates were canceled on June 25, 1918, under General Order No. 28, and which 
action was taken due to disruption in shipping incident to the war, the uncertain serv- 
ice and high ocean rates that prevailed m consequence and the apparent possibility 
of securing greater revenue at the time. The pressure, however, sul^sequently became 
^i great that it was deemed necessary to establish some tentative rates on a compara- 
tively few commodities, in view of the fact that while regular schedules of the steam- 
ship lines had, of course, been greatly disarranged, some shipping still remained; and 
to relieve conditions on the North Atlantic coast certain rates were, as stated, tempo- 
rarily established, effective on July 25, 1918, that at that time equalized, to some 
extent, the combination of rail and water rates that obtained via Atlantic ports, 
With the signing of the armistice and consequent release of shipping, the ocean 
Kites were greatly reducc^d, narrowing the difference in ocean rates that had thereto- 
fore prevailed to such an extent that the rates established on July 25, 1918, and 
which properly had been termed "emergency rates," no longer served the purpose 
for which they were established and which was, as above stated, an approximate 
wjualization of the rate obtaining via the Atlantic ports. 

The result of that situation was that on May 3, 1919, the Director General advised 
the public, through the press, of the Pacific rates that would be published as quickly 
as possible on import trafl^c. 

On March 4, 1919. similar action was taken relative to the export traffic. The 
import rates became effective on May 29, 1919, and the export rates on April 21, 1919. 
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i 
rhe principle that obtained in making both the import and export rates i id Pa' il 
ist was that there should he an approximate equalization of the rail and wal<'r m: 
taininE via the Atlantic coaat in order tliat there might he a better distriliuiiiii 
eign traffic aa l)etween the various porta in the L'nited States, and that, if jin.'i-il 
y congestion might he avoided at any particular rantw of porte. In addition Pa' ii 
ist port cities have exjjended large Buma of money in the improvement ia il • 
^Vase and wharfage facilities and. nit'iraUy. ha\e been very inaiateni that tir. 
>nld be permitted toenioyafairahareof the traffic on somewhat of an eiiuali'y 1. 1 
lir competitors on the Atlantic coast. 

The bises for the rates effective Mav 29. 1319. or the im(>ort rate', are lo-i-iib-r- 
[herth'in Iher'if-^incffecl prior to June ?S. 1918. the principal reasona for thi-^ ' < i 
It tho iubnd fri'i^hl rAtP'* via the .AlUintie (■oast are lil^'an than they were jiri. r 
ne 25, lOtS. permitting of a higher import bapis via the Pacific coast lli.iii Vf i 
ierwi'ph"ve l-ei'n po^aihle. 

rhe basi" for the Pacific <*oasl expoHand import rate.^ was an appro vimsitp pi|'.i^ili 
nof the rate Iwi'tobtaininrr via the .Vt.lantic coaat. No attempt was made n^ '^•.' 
y so-called aoliiiil enuali/alion, in vieiv of the fact that the "hotter h;iu I \ i.i I'.i . 
iat. coupled with other advf.iitases accfuiiig via these gateways, were si!i!i-i, t 
rmit of the ptiblimtion of .lomewhsit higher t'ptire?. 

Now, I have here a statement which shows the import rates wiiit 
5re in effect via the Pacific Coast prior to June 25, 1918: tln'ii i. 
iport rates wliich were in effect prior to May 29, 1919, most of {'."■ 
ing simply local and domestic rates, as I understand it, and ti.i 
e new import rates which were made effective May 29, 1910. I: 
tes which were in effect prior to June 25, 1918, are shown t(> Cliiiiii 
le rates to points north and west of Chicago were, as I under>( ;! 
lower than the rates to Chicago, so that the rates to Chif^aj^o ^lll■ 
higher group of rates than prevailed to any places north or w c-t 
licago. The rates effective May 29, 1919, on the other hand, :i 
nnket rates and are aa high to all points west of Chicago as to ( i 
go. The table will show that the rates effective May 29, 19111. ;i 
rv substantially higher than the rates which were in effect prior i 
lie 25, 1918. 

The CiiAiRMAX. "Will you put that table in tlie record. ? 
Mr. HixEs. I will do so. 
(The table referred to is as follows:) 
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The Chairman. About how much in percentages does the present 
reduction amount to ? 

Mr. HiNEs. The present reduction really amounts to a very marked 
inrrease over the normal rates which were in effect up to June 25, 1918. 
It is a considerable reduction from the domestic rates or the abnorm- 
ally high rates that were in effect as a war measure from June 25, 
191 S. up to May 29, 1919. The table bring:s it out very clearly. 

The (JHAIRMAN. As I understand it, the domestic rate and the 
import rate as a war meastire were the same. 

Mr. HiNKs. Except that on July 25, 1918, on a few commodities a 
somewhat lower rate was established. 

The Chairman. But generally speaking, the domestic rate and the 
import rate were the same except as to those commodities. 

Mr. HiNES. That was true of the Pacific coast adjustment. 

The Chairman. How about the Atlantic coast i 

Mr. HiNES. I do not undei'stand that anv chanee has been made 
in the rates via the Atlantic' coast. This is simply a chanr'e % ia the 
Prtcilic coast, and it equalizes it with the Atlantic coa^t. In that 
connection the Director of the Divisi<m of Traffic makes this state- 
ment, and I would like to put this in the record: 

The changes in import and export rates do not mean reductions in revenue. They 
are made to equalize rates via the different porta based upon the throntjh rate from the 
point of origin via the North Atlantic portH, which is in accordance with o-ir policy of 
di-irilmting the import and ex})(3rt traflic among the ditYerent ports to a reasonable 
exicnt, and is nothing more tlian the reedtablishment of the long existing relationship 
or practice which was disturlied by General Order Xo. 28. We are also interested to 
distribute this trathc among the ports in order to relieve as much as possilile the North 
Atlantic ports which have Ijeen continuously congested for S')me years past, and unless 
Uu^pc equalizing rates via the Gulf, South Atlantic, and Pacirtc ports were made effect- 
ivp. this traflic would have all sought the route of the lowest rate which was \ia the 
Xortli Atlantic ports made up by the combination of the domestic rate to or from the 
port plus the steamer rate. During the war, because of the shortau'c of ships and the 
rKx'frictions on import and export trafhc by the (iovernment, we could secure our 
domestic rate to the different ports on what was movin*?- but as s)on as thf» armistice 
vas si27i<?d and the ships were relea,sed to commercial trade the necessity for the 
K|ualization of rates arose. 

It is evident from this comment of the Director of the Divi-^ion of 
Traflic that these equalized rates weie established for G\ilf ports and 
South Atlantic port ; as well as for Paciilc ports, all for the purpose of 
o(|ualizin'2; the thr()U^2:h rate with the rate thr(»ugh the North Atlantic 
ports, as to wliich the rates were not clian'2:ed. 

The CiiAiRMAX. Can vo.i 2;ive us any idea as to the volume of this 
iviiiVic as iv compares with the total amount ? 

Mr. HixES. I can not iri\e vou anv idea. I have a verv definite 
irnt)ression that it is almost negli2:ible as compared with the t ^tal 
volume of traffic. 

The Chairman. I am talkin^^: now about not only shi])ments from 
the Gulf and Pacific porls. but also from the South Atlantic poits. 
Do you thi^\k that they are negli:2:ible as compared with the great 
V(»lume of shipments ? 

Mr. HiNEs. That is mv impression, but I can veiify that. I think 
it is an ex?eedingly small percentage, but I will have to verify that. 
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Freight Rates Increased. 

Another matter you asked me about was the general basis of thei 
rate increases under General Order No. 28. I have a memorandun^ 
prepared which shows that, and I will be glad to read it into thi^ 
record. This is the basis for the various rate increases made hy 
General Order No. 28, which was effective June 25, 1918: 

Certain commodities were given specific advances, as shown below: 

Coal, 15 cents to 50 cents per ton of 2,000 pounds, depending on June 24 rat**s 
Coke, 15 cents to 75 cents per ton of 2,000 pounds, depending on June 24 ratf-s 
Ores, 30 cents per ton of 2,000 pounds. 
Stone, brick, cement, 2 cents per 100 pounds. 
Lime, H cents per 100 pounds. 
Crushed stone, sand, gravel, 1 cent per 100 pounds. 
Cotton. 15 cents per 100 pounds. 
Which as a whole approximates slightly more than 25 per cent advance, 
(■ertain other commodities were advanced 25 per cent with a maximum in cents 
per 100 pounds: 

Lumber. 25 per cent, with maximum of 5 cents per 100 pounds. 
Wheat. 25 por cent, with maximum of 6 cents per 100 pounds. 
Other ^rain wheat basis. 

Floi r, etc., 25 per cent, vith maximum of 6 cents per 100 pounds 
I ivestock, 25 per cent, vith maximum of 7 cents per 100 pounds. 
These advances were tlius limited to avoid an undue birden on long-haul trutf •! 
or sen )U8 interference with the movement, and are on the whole less than 25 per cf lit 
The remaining traffic was given an increase of 25 per cent to meet the revf^iv: 
requirements and all class rates and other commodity rates were accordingly giA f^ril 
that increase with certain specified minima for class rates and with maintenance* 
long-standing differentials and relationships in each (»f the several territories. Takiiju 
into consideration the 50 cents minimum charge per shipment and the minima • :. 
class rates, the rates in this group yielded si mewliat more than 25 per cent. 

Considering the whole traffic and the various methods rf increasing rate?, r! »• 
increases effected by General Order No. 2S cl sely approximate 25 per cent. 

Financial Situation Since Adjournment of Sixty-fifth 

Congress. 

The Chairman. Mr. Hines, how have you been getting along since 
tl c adjournment of Congress with regard to your finances I 

Mr. HiNES. The general plan which we worked out was to give 
certificates of indebtedness to the railroad companies and also to tlit 
eauipment companies, and on the basis of those certificates of indebt- 
eaness they borrowed the money that they needed in such form 8^ 
they could. Those certificates of indebtedness had no due date, but 
acknowledged that the Director General was indebted to the payee 
named in the certificate of indebtedness or his assigns in a specifn- 
amount which would be pa3^able with interest at 5 per cent. That 
was simply delivered to them as an evidence of indebtedness, and \\ a- 
used by them as collateral in borrowing the monev they needo*!. 
Now, the detail of how that has been worked out has been entirely in 
the control of the Division of Finance, and I would be very glad tv 
have the Division of Finance go into a detailed explanation so far ji^ 
is necessary in regard to it, but that was the general scheme. No\\ . 
there was an unsatisfactory feature to that. We did not want to 
write into these certificates of indebtedness that they were to bear 
6 per cent interest, because we felt that that was entirely out of line 
with governmental borrowing, and that it had a tendency to indicate 
that the Government itseK was on a 6 per cent basis. At the sanit* 
time it was evident that those various corporations could not borrow 
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this money, generally speaking, at as low a rate as 5 per cent. It 
was a wholly unforeseen condition. 

All of them had made their arrangements on the assumption that 
they would be able to get their money when it was due, or approx- 
imately when it was due. They felt that, under these extraordmar}'' 
conditions, and in view of the very large amount of borrowing that 
they had certainly to do to take care of what the Government owed 
them, we oi^ht to agree to reimburse them for the rate of interest 
that they might have to pay. We declined to do that, but we said 
that we would reimburse them up to but not exceeding 1 per cent in 
addition to the 5 per cent named in the certificates of indeotedness — 
that is, that we would pay them 5 per cent under the certificates of 
indebtedness, and to the extent that they made a showing that they 
actually had to borrow mone}^ on them and had to paj^ more than 
5 per cent, we would pay them what they had to pay in excess of 
5 per cent, but not exceeding 1 per cent additional. That, broadly 
was the general scheme, and it was worked out in the individual cases 
by the Division of Finance. We succeeded in getting temporarily^ 
some additional money. The War Department turned over to us 
$100,000,000 for transportation services performed for the War De- 
partment in advance of the bills being audited by the War Depart- 
ment therefor, anticipating their audit of what they owed us to that 
extent. 

The Navy Department made an advance, I think, of $10,000,000 
on a similar basis. The Pennsylvania Railroad Co. was very much 
concerned because various local material men and supply men all 
along its road were in great need on account of their inability to coUect 
their biUs from the Pennsylvania Railroad, and it volunteered to 
borrow and to turn over to the Government $22,000,000 to be used in 
the payment of those bills, and we took advantage of that offer. 
Now, that represents the methods that we employed to take care of 
the condition which arose by reason of the nonpassage of the appro- 
priation bill. 

Financing of Penxsylvaxia Lixes West. 

The Chairman. With reference to the advance by the Pennsylvania 
Railroad, I observe here that it is proposed that for the year 1919 the 
Government shall practically finance the Pennsylvania System out 
of the appropriation which is asked to the extent of $38,717,703 on 
its lines west. 

Mr. HiXES. Mr. Chairman, the statement on which you find the 
item of $38,717, 703 to be financed for the Pennsylvania Lines West, 
for capital expenditures in the calendar year 1919, is not meant to 
sliow that that is to be financed by the Government. The total of 
that statement for all the railroads shows that the capital expendi- 
tures for the calendar year 1919, to be financed, are $653,227,682, and 
in our requirements for 1919 all that we ask for on account of addi- 
tions and betterments, including equipment, is $253,435,760; of that 
amount practically $245,000,000 represents what the Government is 
directly obligated to pay for equipment, which it itself ordered. So 
there is practically a negligible margin, as compared with the other 
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amounts that we are dealing with, of $8,000,000, in addition to that 
which we ask for in this appropriation, and it does not follow at all 
that we contemplate taking care of the $38,000,000 for the Pennsyl- 
vania Railroad Co. 

I 

Policy on Capital Expenditures, 1919. 

On the contrary, our definite policy is that we are not going to niak(^ 
any capital expenditures for the year 1919 for these companies unless 
they finance them themselves or unless they are of such an urgoni 
character that we must go ahead with them in advance of arrangiui: 
the financing. But the important point is that we are asking only 
for $25;], 435,760 on account of capital expenditures for 1919 althoug.i 
it is estimated that those capital expenditures will be $653,227,682 
and generally speaking, either the corporations will have to finance 
the difference or the improvements will not be made, unless there i> 
some extreme urgency that calls for their being made. 

The Chairman. In that connection I want to call vour attentif ii 
to the fact that in 1918, with the then prevailing high prices of bo:^- 
labor and materials, the total amount expended upon all the railn>a<l- 
antl chargeable to the capital expenditures account was $563, 782, :>:?'. 
whereas for 1919 you propose to expend for additions and bett<T- 
ments chargeable to capital expenditures $833,051,605. 

Mr. HiXEs. Mr. Chairman, in the first place, this is a mere estimati 
of expenditures which it is assumed are (losirable provided the corfx- 
rations will finance thom, and it includes the carrv-over from la"-* 
year of the amount authorized last voar which could not be actualiv 
expended. 1 do not think it has any particular bearing upon our 
problem here because what we are asking for, with respect to require- 
ments for 1919, is only the 1^245, 000,000 for erjuipment, which is i'l 
sight and which we know we have got to provide for and which wil 
have to l)e paid, and all of which will be due practically at oncf, 
and an additional item of 5^8,000.000, wliich is relatively small. 

So I do not think that tliis estimati^ really is of special significanr*^ 
one way or the oth(»r as to the amount of appropriation we ask for. 
because we know we need the 5*253,000.000 whether we spend tht* 
eight hundred and odd million dollars or not. In addition to tlur. 
there are a good many reasons wdiy the capital expenditures, if tl •• 
way were open for the corporations to finance, mignt easily be nimr 
this vear than last vear, because the labor is available and the ma!< - 
rials are available, whereas last year they were not, and the capital 
expenditures last year, even for necessary mattei's, were slowrd 
down a great deal by a shortage of material and a shortage of labor. 
If the corporations are willing to finance it I have no doubt we can 
spend, to the advantage of the general railroad situation, this eigh* 
hundred and odd millions, including equipment, but if they are n«>i 
willing to finance it it will not be spent, and in any event all we a^k 
for is $253,000,000. 

The Chairman. But that $253,000,000 is included in the 
$825,715,471? 

Mr. HixES. Yes. 

The Chairman. And if that amount were reduced to the amount 
expended last year and if the railroad companies are able to finance 
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to the extent that you have estj^mated they would be able to finance, 
they could pay for all of the additions and betterments, including 
equipment, and still have practically $100,000,000 more than you 
have estimated they could afford to pay out of their own accounts. 

Mr. Hikes. I would put it the other way, that they will not spend 
that unless they are able to finance it, and our policy is going to be 
to force them, as far as there is any reasonable oasis for it at all, to 
reimburse the Government what they owe it before they go ahead and 
make a lot of additional improvements on their properties. As I 
look at it, our situation is this : That we actually spent last year, in 
excess of what the railroad companies can repay out of their surplus 
income, $352,000,000, and we have these New Haven notes of 
$48,000,000, we are committed to the Boston & Maine to the extent 
of $20,000,000, and we have equipment for the year 1919 of 
$245,000,000. 

Those things represent either what we have already spent — and, 
therefore, what we must carry until we can force the railroads to 
take it off our hands — or what we are directly committed to furnish 
the money for. Those items, the $352,000,000 which we actuallv 
spent last year, and which the Government is out of pocket and will 
still be after it takes from the railroads all their surplus income for 
1919 or until it can make the railroads reimburse it, and we will do 
that as rapidly as we can; the same is true of the $48,000,000 
advanced to the New Haven and these other companies ; the same is true 
as to the $100,000,000 which we advanced to ttie railroad companies 
to enable them to pay, in part, their current liabilities — that money is 
out of pocket until we can compel its reimbursement — and we are 
committed definitely — it is a direct obligation on the part of the direc- 
tor general— for the $245,000,000 for equipment, and the $20,000,000 
for the Boston & Maine; those items total $765,000,000, and we are 
only asking for $775,000,000 on account of those matters which the 
raUroad administration is temporarily carriying or, in any event, 
must temporarily carry for the railroad companies. 

It is my defimte poUcy, and I Certainly will be warmly supported 
in that by the director of the division of finance, to use every means 
to get the railroad companies to reimburse us as rapidly as possible 
for that entire $775,000,000, but I do not think we can make a suc- 
cessful start on that until we are able to clear the decks with them 
and get them in a position where they can no longer claim that they 
are unable to finance, because they had to use their credit so largely 
to borrow money with which to pay their current liabilities that 
ought to be taken care of by the Government. The minute we can 
clear that up, we can then ibegin to bring pressure to bear to make 
them reimburse us and their general credit situation will be improved 
by the fact that we have paid them off and we can, as the year pro- 
gresses, more and more bring about a reimbursement to the Govern- 
ment. But the important fact, as I look at it, is not that we ai e asking 
for this $775,000,000, or any part of it, to enable us to give more 
moneys to the companies, but we are asking it to enable us to carry 
what we have either already spent or are directly committed for. 

121157—19 10 
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45,000,000 that we are committed for to the equipment ci 
and the $20,000,000 to the Boston & Maine, and everytli) 

already absolutely out of pocket. 
Chairman. As a business proposition, I can not undcrsiiii 
ou can not say to the railroads: "We are going to pay ii 
re owe you on your rental contracts," and then why the ra 
Dmpanies should not at that time commence to arrange liit 
!S in some way — by borrowing from the banks — -in order 
B Railroad Administration what has been advanced in tlu'W; 
tal expenditures. 
Hikes. That is exactly our plan, but we have never hern :i' 

that plan into effect, because last year the war roruiiii 
t impossible to do that, and the shortage of cash and tlic h 
the appropriation this year have made it impossible lo st^ 

the minute we can start it we propose to bring about t 
; possible reimbursement. We have an impoitant lever;i 
e can exercise as soon as we are in a position to pay the ii> 
what we owe, but we need this money to enable us to < n 
ve are already directly committed for, not to the railn 
[lies, but to the equipment companies and $20,000,000 tn i 

& Maine. 

Chairman. As a matter of policy, I can not understami w 
n not say to the railroad companies: "We can not expomll 
apital expenditures for this year $825,715,471, whicli is i 
be here, until the railroad companies arrange to finance tii 
pital expenditures." The war is over and we must commci 
down to normal conditions, and instead of the Govcrnmi 

to finance these projects to the extent of $253,000,000 for ll 
. seems to me — oecause the conditions are so normal or 
normal — they ought to he required to do it, even though ili 
aave to pay a little higher rate of interest than they are p«yi 
Railroad Administration. 

HiNES. Well, we have already taken that position, that 
ing to make improvements this year unless they do finiii 

Of this $263,000,000, $245,000,000 is not what the Gon'i 
)wes to the railroads but to the equipment companies; ' 
iment has already agreed to pay it and the railroad compjiii 
have to take any action about it at all; it is a policy of m 
on their part, but it still leaves the Government owing mn 
equipment companies. That is the thing that we are aln';i 
tted to. 

say, we have taken the position, as to the raib-oad compiitii 
c will not finance their additional requirements, ami ' 
n now is, as soon as we can get the cash with which to v\< 
i situation, to make the railroad companies reimburse u- 

r5, 000,000. 

T Expended in 1918 for Capital Expenditure — Eqi" 
MENT, Additions, and Betterments. 

>LEMP. The total amount expended in 1918 for capital exjMH]' 
is S.563,782,324, How much of that was for equipment a 
uch of that was for additions and betterments? 
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Mr. Sherley. If Mr. Hines will permit me, I have the figures right 
here. There was of that amount for equipment $117,787,692, the 
difference being, for additions and betterments on railroads proper, 
$445,500,133; that leaves a small item of miscellaneous of $494,498, 
and the three items total $563,782,324. 

Mr. Slemp. You treat these two items together and you credit 
the $563,000,000 with $211,000,000 that you expect to draw back? 

Mr. Hines. Yes. 

Mr. Slemp. Leaving the amount expended for additions and better- 
ments, including equipment, $352,553,455. You have been rather 
referring to that in your statement as equipment. 

Mr. Hines. No; I meant to indicate that that was the total. 

Mr. Slemp. In other words, that division should be made between 
additions and betterments on the one hand, and equipment on the 
other hand because of the different system of financing the two ? 

Mr. Hines. That represents what is left of both. 

Mr. Slemp. That $352,553,455 represents the two combined ? 

Mr. Hines. Yes, sir. 

Mr. Slemp. I want to know how much you would expect to finance 
of that through equipment trust certificates, because vou do not 
know just how mucn of that would be for additions and betterments 
and how much for equipment? 

Mr. Hines. I take it that we could shift that either way; that is, 
whichever way seemed to promise the best results. 

Mr. Slemp. Whichever way you chose ? 

Mr. Hines. Yes, sir. 

Mr. Slemp. Did you add your $211,000,000 and $225,000,000 as a 
credit against equipment you would really have overpaid the equip- 
ment account in 1918, or otherwise, as you might see fit? 

Mr. Hines. The $211,000,000 and what other item? 

Mr. Slemp. I say, the $211,000,000 credit would really be an 
overpayment on the equipment ? 

Mr. Hines. If it were applied exclusively to equipment; yes. 

Mf . Slemp. And if applied exclusively the other way you would 
have $117,000,000 that you can finance through your trust certifi- 
cates, and the $352,000,000 minus $117,000,000 would be what 
you would have to get for additions and betterments ? 

Mr. Hines. Yes, sir. 

Mr. Slemp. Assimiing you would do it that way, you would have 
about $235,000,000 that you would want to finance through addi- 
tions and betterments or that you have financed for the railroads 
and that they must pay back ? 

Mr. Hines. We have paid it and we want them to finance it and 
reimburse us. 

Betterments, etc., for 1919. 

Mr. Slemp. You do not propose that the Government shall do 
any financing in 1919 for additions and betterments, is that correct? 

Mr. Hines. There is not any estimate, except that we ask for 
8253,000,000 which leaves about $8,000,000 over the $245,000,000. 

Mr. Slemp. In other words, the statement here about additions and 
betterments, so far as 1919 is concerned, does not mean anything — 
that is, so far as any call on the Treasury is concerned ? 
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Mr. HiNES. It does not mean that we Are going to finance a i 
thing under it. 

Mr. Slemp. My next (question is whether you can not get the r^ 
roads to go on to additions and betterments in 1919, after thev \ 
paid the $235,000,000 of back additions and betterments ? 

Mr. HiNES. The fact is that we are going to press them so har«: 
reimbiu'se us for what they owe us that they will not be encourag 
to borrow money for other additions and betterments. 

Mr. Slemp. The fact brought out by Mr. Good a while ago to 1 
effect that the railroad companies could finance themselves to i 
extent of over $500,000,000 lor capital expenditures would lead <] 
to believe that they could finance tnemselves readily to the extent; 
being paid for the back additions and betterments, in 1918, ami 
that way save us from putting up a lot of money. 

Mr. HiNES. But we have got to put up the money in order to cl<] 
the slate. When we get to talking to these people about doing thi 
things they give a thousand reasons why they should not do thti 
but we thinK we will have enough leverage to compel them to 
them when we can start with a clean slate. 

Mr. Slemp. $500,000,000 represents what you propose doinj: 
the way of additions and betterments if the railroads can finance i 

Mr. HiNES. Yes; it will be done if they can finance it. 

Mr. Slemp. And, of course, they ought not to be perniitto<: 
finance it with these back debts ? 

Mr. HiNES. I think that is true, except, of course, there is a « i 
siderable amount of unavoidable work that has to be done to mc^.i 
the situation as we go along. The roads would really be in un>.. i 
factory shape for operation if it was not done, and we may havt I 
make some concession on that, but no important new work sh^ .1 
be imder taken through corporate financing before the corpora: i 
has satisfied us as to what it owes us. 

Betterments, Equipment, etc., 1918. 

The Chairman. Broadly speaking, Mr. Hines, if I recollect I 
hearings correctly, when this matter was up before you wax 
$381,000,000 to pay the balance due on the standard return to 
railroads. 

Mr. Hines. For 1918; yes. 

The Chairman. You wanted for 1918 and 1919, $318,O0O,0t»^ 
pav the balance due for equipment. Those two items the Rail: i 
Administration was legally oound to pay and did not have the m»» i 
to pay them with. That left you a surplus under your estiiixl 
then of $51,000,000 or thereabout, after making payment for a. 
the contract obligations of the administration, wnether to the r i 
roads or to the equipment companies. Now, I am imable to uri i 
stand how this equipment proposition has grown to $352,000,00* 1 
1918 and $253,000,000 for 1919. 

Mr. Hines. Mr. Chairman, the $352,000,000 for 1918 is not eq I 
ment alone; only $117,000,000 of that is equipment. The $:>'J 
000,000 represents the total expenditure for additions and be: i 
ments, including equipment for 1918 in excess of what the compn' i 
could pay out of their surplus income. As a matter of fact. I 
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1253,000,000 which we ask now represents a shrinkage over what we 
asked for in February, because in February we estimated that that 
^uipment which had not been paid for last year and which had been 
ordered by the Government would cost $286,000,000, and now we 
estimate it will cost only $245,000,000, because we are getting clearer 
reports as to the actual costs, so that really represents a shrinkage. 

Last February we estimated we would need $381,000,000 to clean 
up the accounts for 1918. We now estimate that we will need 
1441,000,000 for that purpose, and we are going to furnish you a 
statement in parallel columns showing just where those differences 
come in. With respect to the requirements for 1919, we are asking 
tor only $253,000,000, as against $286,000,000 in the February esti- 
mate. In the February estimate we asked for $286,000,000 plus 
149,000,000, the $286,000,000 to take care of equipment and the 
149,000,000 to aid us in helping the railroad companies to carry the 
expenditures for 1919. Now, on both of those accounts we are 
asking onlv $253,000,000, so we have actually reduced our require- 
ments in tnat respect veiy substantially; yet, on the other hand, we 
are asking for a substantially additional amount of working capital, 
which experience has shown is very necessary. 

Mr. Slemp. Mr.* Hines, you spoke about a reduction in the cost of 
equipment under your contracts. Were those contracts on a cost- 
plus basis ? As I understand it, thit was equipment which was 
bought in 1918 to be delivered in 1919. 

Mr. Hines. Yes. We bought the equipment on the basis of a 
fixed price subject to diminution if their costs were lower than the 
estimates they furnished, so we are getting some diminution. 

Mr. Slemp. About 10 per cent as we fibred it out the other day. 

Mr. Hines. Yes. 

Results from Operations, First Four Months of 1919. 

The Chairman. Mr. Hines, have you a statement of the results 
from operations for the four months ending April 30, 1919? 

Mr. Hines. We have a statement for three months. In the general 
course of accounting the complete statement for the month of April 
ought to be ready by the end of this week, and we can put it in the 
Tecord at that time. 

The Chairman. You are not able to put into the record at this 
time a statement for this yearns operations beyond the end of March ? 

Mr. Hines. Yes; beyond March. We could to-day put in a state- 
ment for a very large percentage of the mileage for April. Each rail- 
road makes a separate report, and those reports began coming in the 
latter part of May, and by this time we have a very large percentage 
of the total mileage so that we could give you an incomplete, but 
nearjy complete, statement, but we could not give you a complete one. 

The Chairman. Then I will ask you to put in the record an esti- 
mated statement of the operations for the first four months of this 
year. 

Mr. Hines. I will be glad to do so. 
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UNITED STATES RAILROAD ADMINISTRATION. 
Director General of Railroads. 

ESTIMATED RESULTS FROM OPF RATIONS— FOUR MONTHS ENDED APR. 30. 1 I 

ALL PROPERTIES IN FEDERAL OPERATION. 





Steam roads. 


Electric rail- 
ways. 


Sleeping-car 
lines. 


Camer> i 

Wftl« 


Operating revenues 


$1,513,600,000 
1,380,200,000 


S2, 052. 000 
1,033,000 


$20,463,000 
15,048,000 


$11. -H 


Operatine expenses 


^.»i 






Net revenue from operation 

Taxes, rents, and other deductions 


133,400,000 
63,500,000 


1,019,000 
118,000 


5,415.000 
540.000 


1.1.1 


Net operating income 


69,900,000 
305,817,176 


1,132,000 
1,002,641 


4,875,000 
4,223,291 


l.t'-l 


Compensation accruals 


2.5.1 






Net profit or loss 


286,917,176 


129,359 


651,709 


:.. 1 









Inland waterways. 


Directw General's 
organization. 


Total. 


Operating revenues 


$501,496 
992,724 




$1,54:.^^ 


Opo'ating expenses 


$2,849,000 


1.409.'**! 






Net revenue from operation 


Ji91,g28 
4,772 


i, 849,000 
1 10,000,000 


137.' 1 


Taxes, rents, and other deductions 


74.' >; 






Net operating income 


496,000 


le, 849,000 


63/- 1 


Compensation accruals 


313. 'i 










Net profit or loss 


496,000 


It, 849,000 


ii^.y . 







Express deficit. 



June 5, 1919. 



Probable Earnings for the Year 1919. 

The Chairman. In connection with the question of the probsl 
earnings of the railroads for the year 1919, using the first three mod 
as a basis, I want to read to you a statement from Mr. McChoni 
the Interstate Commerce Commission, that was made a few daysj.^ 
He says: 

The fallacy of estimating the operating income of any one year by the opt-r I 
income of the first three month.s, January, February and March, is graphically 1 1 
trated in the follo^ving table, which refers to reports of class 1 roads only: 



1912 

1913 

1914 •. 

1915 

1916 

1917 

1918 , 



Railway oper- 
ating income 
for first 3 
months. 



$137,779,550 

1.52,023,732 

89,822,685 

133,783,495 



213,957,378 

189,282,143 

81,343,850 



Railway oper- 
ating income 
for 12 months 
hxse^ on the 

first 3 months. 



$551,118,200 
60S, 094,928 
359,290,740 
535,133,980 



855,829,512 
757,128,572 
325,375,460 



ActuaJ ' 

or>e'. 

incom" 

mot' 



$:• - 

Hi 

71'. 

Cnirr^' 
1,<1M 

7P : 
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If a comparison is macle between the railway operating income of January, February, 
bnd >iarch, 1919, and the corresponding months of the test period 1915. 1916, and 1917, 
at will Le found that the income of the first quarter of 1919 was 131 millions less than for 
[corresponding part of the test period, and for the first quarter of 1918. 98 millions less, 
pr 114 millions as the average of the first quarter of the vears 1918 and 11519, and not 
ftboiit $200,000,000 as asserted. 

In his statement in a C3mmuai?atijn addressad to the Secretary of the Treasury, 
ciade pui lie X&y 23. the Lirect r General in explaining the deficits for the years 
l!*18 and 1919, in operating revenue under thit of the guaranteed return for the first 
quarter of the >rears 1918 and I91i>, in part says: 

"The operating deficit for the year li»18 was due largely to two facts: First, the 
^inter of 1918 was unprecedented in its severity and in its costly effec t on railroad opera- 
tions, and, second, the increases in passenger and freight rates, averaging about 25 
iK»r cent, were in effect for only a few days in excess of six months, while heavily 
infTeased expenses due to war conditions were effective on an ascending scale through- 
out the 12 months. 

The operating defi( it for the first four months of 1919 is due in pa: t to the cumula- 
j tive high leveh of cost I rjught about by the war, for labor and mateiials and in part 
to the sudden and abnormal falling off of business as a result of the cessation of war 
activities, the sudden drop in the demand for fuel and for other basic commodities 
and the general state of hesitancy due to the traubition from war conditions to peace 
conditions. The fact that the present period of transitional and apparently on the 
eve of important changes has made it expedient to defer, until the matter can be 
more accurately measured, the consideration of the question, now frequently raised , 
of an increase in rat as." 

In giving the figures and making comparisons I must not be understood as taxing the 
poaitim tfiat the railroads of the country have earned as much or more than they 
should have earned or were entitled to earn. My sole effort has been to give the facts 
as I find them to he, in order that the situation may be looked squarely in the face, 
and to ascertain whether there is a foundation for the stitement that our railroads will 
be confronted with bankruptcy should they be re it red to their owners. 

The Chairman. This table shows that for the year 1912 the rail- 
way operating income for the first three months was $137,779,550, 
and the railway operating income for 12 months based on the first 
three months would be $551,118,200, whereas, as a matter of fact, 
the actual railway operating income for the 12 months was 
$736,466,326. The table covers a number of other years. It seems 
to me that this table shows that you can not take the first three 
months of the year as an index of the year's operations. 

Mr. HiNEs. I fully agree with that, and that is why I refrain from 
making any forecast for the year. I have taken the actual results 
for the first three months an(i approximately the result for the four 
months. 

The Chairman. But, in assuming $250,000,000 as your deficit for 
the first four months, you have practically assumed that for the rest 
of the year the railroads will not any more than break even, and I 
take it that that assumption is based upon the first four months' 
operations. 

Mr. HiNES. I think you are justified in the statement that in esti- 
mating a deficit of $250,000,000 for the first four months we have 
assumed that for the remaining eight months the operating income 
will not be more than enough to earn the rental for the eight months, 
and I think I am justified in making that assumption. It is specula- 
tive, but it is my best judgment that even with favorable conditions, 
the operating income for the last eight months of the year will not 
be more than the rental for the last eight months of the year. 
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Increases in Wages. 

The Chairman. Mr. Hines, you spoke yesterday with regard t«i 
the increases in wages and increases in rates. Have any increases 
in wages been made that were not considered and recommended by 
the commission that was organized to consider this question of wage 
increases ? 

Mr. Hines. I do not understand that any wage increases were 
made except those which were made on the basis of the recommen- 
dation of trie Lane Commission and those made on the basis of thd 
recommendation of the wage board that was subsequently created^ 
There were conditions of this sort where the wage board made ^ 
recommendation as to an increase and where, when it was checked 
up, there were variations in the details which might mean somei 
modification of the recommendation in some of the details, but it 
was simply for the purpose of carrying out the general principles ot 
the recommendation. Of course, those wage matters are immensely 
complex, and when they are gone into in detail a great many things 
will be developed that were not seen when it was dealt with in a 
general way. Therefore, I think that at times there have been some 
detailed modifications, but they have never affected the general 
principles, so that, broadly, tbe wage levels then created have been 
the result of the recommendations either of the Lane Commission or 
of the wage board, and they have not resulted in any other way. 

The Chairman. How many different orders have been issued since 
the roads were taken over by the Government providing for increase.*^ 
in wages ? 

Mr. Hines. General Order No. 27 put into effect the wage mcreases 
recommended by the Lane Commission. Supplement 4 to that 
order put into eiffect the supplemental increases for the shop crafts 
recommended by the wage board; supplement No. 7 to that order 
put into effect the increases recommended by the wage board for 
clerks; supplement No. 8 put into effect tfce supplemental increases 
recommended by the wage board for tbe maintenance of way em- 
ployees. It is possible that tl ese last two are reversed, but supple- 
ments numbers 7 and 8 dealt with those two classes of employees. 
Supplement No. 13 put into effect tbe supplemental increases recom- 
mended by the wage board for telegraphers, and supplements^ 
numbers 15 and 16 put into effect tbe recommendations of tbe wage 
board with respect to tbe men in tbe train and engine service. Those 
were tbe important supplements. In addition to that, there were 
two or three other supplements dealing with relatively small 
classes of employees, such as Pullman employees, dining car em- 
ployees, and the railroad police. That, broadly, represents the 
various supplements that have been made. In addition to that, 
there was an order establishing increased wages for the express 
company employees. That, I think, is tbe whole story. 

The Chairman. Did all of those orders which provided for an 
increase in wages make tbe increases retroactive? 

Mr. Hines. General Order No. 27, which was issued as I recall 
some time in May, 1918, was retroactive to January 1 because it 
had been stated to the employees at the very beginning of Federal 
control that the commission would be appointed to investigate 
wages and that the wages fixed on the basis of the report of tnat 
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commission would be made effective January 1. Supplement No. 4 
for the shop crafts which was put into effect, I think in July, was 
made retroactive to January 1. I understand the situation as to 
the shop crafts was so exceedingly complicated that General Order 
No. 27 was not adapted to their wage condition, and that in many 
cages it was deemed impracticable to put General Order No. 27 in 
effect at all as to the shop crafts, so that by conunon consent it was 
appreciated that it was necessary to make Supplement No. 4 which 
dealt with their peculiar conditions effective at the same time 
General Order No. 27 was effective. Supplements 7 and 8 which 
were issued in the fall of 1918 were made retroactive to Septem- 
ber 1 . The principle applied there and in subsequent wage increases, 
was that the order would be made effective approximately on the 
date on which the wage board made its recommendation, so that 
the employee would not suffer by reason of the delay in the office 
of the Director General in considering and acting on the recom- 
mendation of the wage board. I thiuK on that same principle the 
increased wages for the telegraphers did not take effect imtil Novem- 
ber or December 1, 1918. The other wage increases which were made 
«arly in the year 1919 were made effective from January 1, 1919. 

Tne Chairman. Since the last hearing, an order has been issued 
increasing wages for a certain class of employees, I believe. 

Mr. HiNES. Yes. Supplements 15 and 16, to which I referred, 
putting into effect the recommendation of the board of wages and 
working conditions for men in train and engine service were issued 
subsequent to the hearings in February, although the original recom- 
mendation of the wage ooard had been submitted to the director 
general in December. The hearing had begun, I think, in August, 
1918, and following out the principle that tne order would be made 
effective approximately at tne date it was presented to the Director 
General by the wage board, the order was made effective on January 
1, 1919. 

The Chairman. That order did not provide for the payment of 
Wages for services rendered prior to the issuance of the order; in 
other words, it was not retroactive. 

Mr. HiNES. It was retroactive to January 1, 1919. It was issued 
some time after February, I forget the exact time, possibly not until 
March or April, and there was a common understanding all around 
that it would be effective January 1, 1919, because the recommenda- 
tion had been made before that, and the delay was due to the investi- 
gations which the director general was making as to whether it ought 
to be put into effect. 

The Chairman. If I recollect correctly, speaking broadly, when 
the matter was before the committee in February, you stated that 
the increase in wages for the year 1918 would amount to about 
1560,000,000. 

Mr. HcNES. That is my recollection. 

The Chairman. That did not, of course, include orders 15 and 16 
Wause they were issued subsequent to that hearing. 

Mr. HiNES. Yes; and were effective subsequent to the year 1918. 

The Chairman. What increases in wages are involved in orders 
15 and 161 

Mr. Hines. They are the wages to the firemen and engineers, con- 
<luctor3 and brakemen, and yardmen. 
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The Chairman. To what extent will that increase the wage< 
this class of employees in the aggregate ? 

Mr. HiNES. Our estimate was that it would be approximate 
$60,000,000 a year. I might say in that connection, Mr. Chairni 
that if all the increased wages which were in effect on December 
1918, had been in effect for the whole year 1918, the increase in *; 
wages for the year 1918 would have been much in excess of $560. (Ji* 
000; but as to the station agents, the maintenance of way employ* 
which is a very large part of the total, and the clerks, their su})i 
mental increases did not take effect until September 1, so that tl 
were only in effect for 4 months out of the 12. The telegraphei< 
think, did not take effect until November 1 or December, so th 
were in effect onlv 1 or 2 months out of the 12, so that if all t 
increased wages effective at the end of 1918 had been in effect throuj 
out the year, as of course they will be throughout the year 1919, t 
total would have been much more than $560,000,000. 

The Chairman. How much would it have been, approximately ' 

Mr. HiNES. I will supply that figure, Mr. Chairman. 

The Chairman. In making the comparison, you took the wj:i 
for the average of the three prewar test years, when you arrived j 
the figure of $560,000,000 as the increased wages because of the ii* i 
eral order increasing wages of railway employees, or was that j ^ 
the increase over and above the standard rate of wages that exi-M 
at the time the Government took over the control and operatit^n i 
the railroads ? 

Mr. HiNES. That was the increase over the rates of pay in eti i 
in December, 1917. And, by the way, Mr. Chairman, the v i 
estimated increase as shown on page 25 of the former hearing, t» i 
$583,552,000 instead of $560,000,000, and let me add that the I I 
note to that statement shows that it does not include the effect I 
increases covered by supplements 12 and 13 which were pn»n- I 
gated in December, 1918, and which were in effect for either on» 
two months of 1918. 

The Chairman. You are now employing about the same nuni 
of people this vear as you employed last year ? 

Mr. HiNES. "Mr. Chairman, it is very hard to say. We have tl 
again to divide as to the different departments. In the transpT 
tion department, the train and engine men are actually getting ^• 
much less work than they did last year because of the uilling o*'* 
business. A good many men are laid off. They are entitled 
their work on the basis of seniority, and in a good many ca>4- 
have understood, on some roads, practically all firemen were 
off and the engineers were doing the firing because the firemen 
dropped first and the engineers fall back and take their places. 
that in the transportation work I think a great many men have \» 
laid off who were employed last year, and the ones who are at w 
are probably doing less work. 

Now, in the mamtenance work, for the first part of this vear. - 
have explained before, we have been working a pretty full cori - 
men, but they have been working only eight houi^s. Last vear 
worked all the men we could get, not only the eight hours but * 
hoors additional. I am speaking now of the maintenance of <*i 
ment. In the maintenance of way, it is also true that we have ' 
working full forces hut only eight hours as compared with a h . 
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)eriod in the early part of 1918, so broadly speaking I should say — 
md 1 am speaking just from my knowledge of the general situation 
Lnd without having any exact figures before me — that in the mainte- 
lance departments the number of employees is probably as great, 
md that is also true in the clerical work of the roads, and that the- 
lumber of train and enginemen actually at work is probably less 
)ecause of the falling off in business. But through it all runs the- 
)roposition that the amount of overtime is probably less. They are 
idhering much more closely to the eight-hour day than they did 
ast year. 

The Chairman. As I understand, your estimate made in February 
)f $583,552,000 as the total amount of increase did not take into* 
consideration the pay for overtime. If pay for overtime had been 
ncluded the amount would have been much larger than that, would 
t not ? 

Mr. HiNES. No; it did include overtime, Mr. Chaiiman. They 
vere the pay roll charges which, of course, include the overtime. 

The Chairman. What do you anticipate the increase in rates in 
)ay of all classes of railway employees, where the pay has been in- 
Teased since the Railroad Administration took charge of the roads, 
^ill amount to during the year 1919? 

Mr. HiNEs. The way we have undertaken to compute that is this: 
5Ve have assumed that on the whole we would not have the business 
ive had in 1918 nor the unusual working conditions which prevailed 
then. Wc have thought a near approximation, although that may 
turn out to be an overestimate of the amount of business done, anJJ 
perhaps also an overstatement of the working conditions, would be 
bo take the calendar yeai* 1917, and assuming that we had the same 
number of employees and worked them the" same number of hours 
in 1919 as thev were worked in the calendar vear 1917, we have esti- 
mated that the increased pay chargeable to operating expenses as 
compared with the rates in effect in December, 1917, would be 
8852,000,000. 

Now, that is an estimate. It may be varied by a good many con- 
ditions^ and probably a good manjr of those employees will not be 
worked as long hours as they were in 1917. Also we have the com- 
plication that our pay rolls are made up to include not only the work 
that is charged to operation, but the work that is charged to construc- 
tion. So in making an estimate of this sort we have to make the 
assumption that the increases would fall equally on the construction 
work and on the operating work, and in making those assumptions 
we figure the total increases here will be about $852,000,000, assuming 
the same work done as in 1917, and that would be as compared with 
the rates in effect in December, 1917; but, again, we have the com- 
plication, which we have to bear in mind, that the rates of pay were 
going up during the year 1917, so that what the railroads had actually 
to pay out in 1917 was less than they would have had to pay if they 
had paid throughout that year the rates of pay that were in effect in 
Decenaber, 1917. So our estimate of $852,000,000 would be still 
more if we were to figure the average wage for every class of employee- 
for 1917. 

The Chairman. How many employees are included in the classes, 
to which these increased rates apply ? 
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Mr. HiNES. Roughly speaking, about 2,000,000 employees. 

The Chairman. How many employees are there engaged in th-^ 
railway service at the present time ? 

Mr. Hikes. That is the general figure of all the railway employee-, 
about 2,000,000. 

The Chairman. So the increase, then, affected practically even 
t)ne in the service. 

Mr. HiNES. Yes; that is my understanding. 

The Chairman. Mr. Hines, will you put into the record a summan 
of the various orders that have been issued affecting rates of pay ol 
employees, the number of people involved in each class, and the total 
increase involved in all of the orders that have been issued? 

Mr. Hines. Yes; I will put that in as fully as practicable. 

The table referred to is as follows: 

Statement showing approximate number of employees classified according to • i 
order 27 and supplements thereto and aggregate approximate effects of the order ann \ 
supplements. 



Order affecting- 



Oeneral order 27 and supplement 4 

General order 27 and supplement 7 

General order 27 and supplement 8 

General order 27 and supplement 13 

General order 27 and supplement 14 

General order 27 and supplement 15 

General order 27 and supplement 16 

General order 27 and supplement 18 

General order 27 and collateral increases 

Total employees affected 

Employees not affiected 

Total all employees 



ApjMt)Tir ■ I 
num^**- 
emplo^ »- 
curren' 
affected -^ 
Jamiar)'. ^ >i 



4^.4 -J 
.w ■ • 

a,. I 

7> I 

P -I 

H'-t 

iv: -\ 

1* 'I 

^ ■\ 



1.^-^ 



l.M^ 



Employees Affected, Divided According to Interstate Commerce Commim 

Classification. 



supplement 4. 



12. 



Gang and other foremen, M. of E. 
Department. 

13. Machinists. 

14. Boiler makers. 

15. Blacksmiths. 

18. Carpenters. 

19. Painters and upholsterers. 

20. Electricians. 

21. Air brakemen. 

22. Car inspectors. 

23. Car repairers. 

24. Other skilled laborers. 

25. Mechanics* helpers and apprentices 

SUPPLEMENT 7. 

6-«. Clerks. 

7. Messengers and attendants. 

8. Assistant engineers and draftsmen. 
27. Other unskilled laborers. 

41. Station service employees. 
49. Other yard employees. 
51. Engine house men. 



SUPPLEMENT 8. 

9. M. of W. and S. foremen. 
10. Section foremen. 

16. Masons and bricklayers. 

17. Structural ironworkers. 
26. Section men. 

28. Foremen of construction ganpi. 

29. Other men in construction gang?. 

62. Crossing flagmen and gatemen. 

63. Drawbridge operators. 

SUPPLEMENT 13. 

34. Telegraph, telephone, and block * 

erators. 

35. Telegraph and telephone opera! ;r^ 

interlockers 

36. Lever men. 

37. Telegrapher clerks. 

38. Agent telegraphers. 

39. Station agents — nontelegraphen*. 

SUPPLEMENT 14. 

66. Policemen and watchmen. 
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SUPPLEMENT 15. 

44. Yard engineers. 
4o. Yard firemen. 
50. Hostlers. 

52. Road freight engineers. 

53. Road freight firemen. 

o6. Road passenger engineers. 

57. Road passenger firemen. 

SUPPLEMENT 16. 

46. Yard conductors. 

47. Yard brakemen. 

48. Yard switch tenders. 

54. Road freight conductors. 

55. Road freight brakemen. 

58. Road passenger conductors. 

59. Road passenger baggagemen. 
^. Road passenger brakemen. 
6U. Other road train employees. 



SUPPLEMENT 18. 

68. AH other employees. 

GENERAL ORDER AND COLLATERAL- 
INCREASES. 

2. General officers below $3,000. 
3-4. Division officers. 
11. General foremen, M. E. department. 
30 Traveling agents and solicitors. 

31. Employees in outside agencies. 

32. Other traffic employees. 

33. Train dispatchers and directors. 
40. Station masters and assistants. 

42. Yardmasters. 

43. Yardmasters' assistants. 

64. Floating equipment employees.. 
67. Other transportation employees.. 

EMPLOYEES NOT APPECTED. 

1. General officers above $3,000. 

65. Express service employees. 



The total increase involved in the order and all supplements was, assuming the 
ame number of employees, and the same hours of service, as in 1917, would be ap- 
proximately $852,000,000 for a year. 

Mr. Byrnes. Mr. Director, I want to ask you this question : After 
vour wage commission had reported its recommendations as to this 
Increasea wage, did you act upon it without consulting the regional 
directors and the Feaeral managers. 

Mr. HiNES. The only orders tnat I acted upon were, of course, the 
ones that were dealt with after I became director general. They 
related to the men in train and engine service, and the minor classes 
of employees, the dining car employees, the Pullman employees, and 
the police. As to the recommendation of the wage board witn re- 
spect to men in train and engine service, when the wage board made 
its recommendation, the regional directors with their wage experts. 
Were called to Wasnington for a conference. The matter was sub- 
mitted to them for their analysis, and an expression of their views 
We then caUed in a good many of the Federal managers who are par- 
ticijarly expert in wage matters, and it was also discussed with them. 
We then called in the chief executives of the four trainmen's brother- 
hoods and showed them the order, and let them see how it would 
work, because our experience with earlier orders had been that to 
put out an order without the most thorough check as to it practicable 
working caused great confusion and discontent, and we profited W 
that experience by asking in these chief executives to ffet the benefit 
of their expert knowledge from the standpoint of tne employees. 
The matter was the subject of discussion for several weeks. 

After that was done, we again took the matter up with the regional 
directors and with a number of Federal managers, and on the basis 
of all that discussion, our director of the Division of Operation, and 
our Director of the Division of Labor joined in a recommendation to 
me that these two supplements 15 and 16 ought to be issued, and I 
issued them accordingly. So that. represented the study given the 
matter after the wage board had acted. 

Now, as to the Pullman employees, we brought into conference the 
Federal manager of the Pullman lines. As to the dining car em- 



■ APPROPEIATION FOE CONTBOL OF TRAIT SPORTATIOS SYSTEMS. 

es, we conferred with the dining ear experts of some of the prin- 
railroada. As to the police, which was a compnrativeiy smull 
3r, I do not recall that we had any conference outside of mir 
. although we may have asked the regional directors about lliiH: 
flat was relatively a small problem, much smaller than the other- 
. Byrnes. Your Federal managers, you stated yesterday, lu 
it every instance are the former officials of the roads, and I 
i like to know whether or not when you issued this order of wiii.'i' 
ise they registered any emphatic protest gainst the increa-i; 
70U proposed to grant. 

. H1NE8. No; they did not. There was a general acquiesteiKi' 
e part of the regional directors and the Federal managers tli^^r 
ncrease was a proper equalization of the train and engine mn. 
the other branches of the service. Of course there may h;ivi' 
differences of opinion as to detail, one individual with anotlitr 
here was a general acquiescence that the order as a whole was >\< 
)priate equalization, 

. Byrnes. But you are speaking now only as to the orders issii.t 
you became Director General and which sought to equalize tln- 
ensation of various employees, or do you rrfer to the origiiui. 

which granted the wage increase to trainmen. 
. HiNES. No; I am referring to these supplements 15 and 16. 
1 were issued after I became director general, and to the otliiT 
ements which dealt with Pullman employees, dining car ern- 
es, the police, and the express employees, 

, Byrnes. Have you any information as to the prior orders, as li 
ler they were consulted or not ? 

. H1NE8, Aa to prior orders, the situation was this: The origiunl 
ral Order No. 27, which was based on the report of the Lane coiti- 
on, was not issued, as I recall, after conference with the regioiiiil 
tors or the Federal managers, but was issued on the basis of tli' 
recommendation of the director of the division of operatioiis. 
jFas Mr. Carl R. Gray, and who had formerly been president <■( 
Ireat Northern and then of the Western Maryland, and of .Mr. 
r, who is the director of the division of labor. I participated mi 
iscussion of that as to the matters of the form of the order ami 

of the general features of it, but I had no part in the fixing oi 
ites of pay; in fact, they were simply adopted from the repi>n 
; Lane commission, as I recall, without any modification at a.i 
he administration as a whole accepted that as the basis for tfi< 
. The supplements which were issued while Mr. McAdoo w 
»r general were issued after very thorough discussion Taetwei 
3ray, director of the division of operations, and Mr. Carlcr 
.or of the division of labor. I do not recall that the regioju 
x)rs were brought into discussion of them, although it is probnhl 
were in a more or less informal way, but not as a group; but :'■ 
ion offered I have no doubt the matter was talked over wii 
, but not in the elaborate way that we did with respect to tlu-^i 
rders. 

1 were then profiting by tlie experience we had had with ti!> 
r orders. We found that they had been issued under iv- 

of war conditions and a great deal of pressure, and withmij 
tunity for as much consideration as we could give this last on*' 1 
re found a good many complications would develop, or inij:ii' 
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be avoided by discussing them more elaborately in advance. But 
all the orders were based on the joint recommendation of Mr. Gray 
and Mr. Carter throughout the year 1918, as I understand it. 

Mr. Byrnes. Referring to the orders that have been issued since 
you became director general and as to which you consulted the 
regional directors, did you discuss with them the question of making 
those rates uniform throughout the country, or taking into consid- 
eration the prevailing wage in a given community ? 

Mr. HiNES. The orders that I dealt with were the orders for the 
train and engine men, and they had already been pretty thoroughly 
standardized throughout the country; not a complete standardiza- 
tion. Broadly, the rates of pay for train and engine men had been 
in three general groups, the eastern roads, the southern roads, and 
the western roads, and supplements 15 and 16 practically stand- 
ardized the rates for those three groups, and that was involved in 
the matter that was discussed with the regional directors, and there 
was acquiescence on their part in the propriety under all the circum- 
stances of this standardized basis for the train and engine men. 
That, however, was just another step in the evolution which had 
already gone very far. The train and engine men had accomplished 
a very great degree of standardization already, and the Adamson 
Act had recognized that principle in applying a standard basis 
throughout the country to all roads over 100 mfles in length. 

Probable Operating Revenue, 1919 — Freight and Passenger 

Traffic. 

The Chairman. Mr. Hihes, have you made a study of freight and 
passenger traflSc for this year, so as to enable you to advise the 
committee about what you may expect in the way of operating 
revenue from the roads ior the entire vear 1919? 

Mr. Hines. No ; I have not made a study of that. I have discussed 
that matter with a great many of the federal managers and the 
regional directors, and I have been convinced that the conditions 
were so abnormal this year that we could not forecast the amount of 
business with any approximation to correctness, and without that, 
we could not, of course, forecast the amount of the revenue. We 
have made some figures assuming we did the same business we did 
in the calendar year 1917 as to what the operating revenue would be, 
hut that, of course, has not carried us far because we know that for 
the first part of the year the business is less, and we have reasonable 
hopes that for the latter part of the year it will be much more, but 
we have not felt we had enough of a basis to make an estimate of the 
revenue. 

The Chairman. The present crop conditions, as reported through 
the Government reports, would indicate that you will have a heavy 
business this fall ? 

Mr. Hines. That is the indication. 

The Chairman. Wore you able to find out whether or not you 
could get the ton-miles by months for the three prewar test years ? 

Mr. Hines. On conferring with Mr. Parker, my financial assistant 
I find that the earliest month for which we have the ton-miles by 
months is the month of April, 1916, and that prior to that time they 
were not reported to the Interstate Commerce Commission; I also 
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understand that the Bureau of Railway Economics, which wa^ 
organization maintained by the railroad companies, had the fiop/ 1 
for the ton-miles hy months back of that, out at a later per. I 
discontinued those fWres, and the roads for which it kept its ugMu 
are not identical with the roads for which our figures are kept.-i 
that they do not tie up very well. We have the average rever i 
ton-miles for the test period and also for the calendar year 1'.'1 
The average of the revenue ton-miles for the test period was :; | 
894,444, and for the calendar year 1918 the revenue ton-miles v i 
404,000,000,000. But we can not give you what you want, whic. i 
the average for the first four months, January to April, both i 
elusive, of the test period in order to compare tnat average with * i 
corresponding four months in 1919, because the figures availabK i 
the Interstate Commerce Commission do not go back of April, 1*^ I 
by months. 

The Chairman. The volume of freight moved is always less <lur i 
the first three or four months of the year than it is during any <>^ i 
period of the year ? 

Mr. HiNES. Yes; that is true. 

The Chairman. Can you give by months, then, a comparisoii i 
the years 1916, 1917, and 1918? 

Mr. HiNES. April, 1916, is the first month for which the fiirM 
are available, as I understand. 

The Chairman. Then 1917 is the first year? 

Mr. HiNES. Yes; and I gave you those figures the first day, I tl. I 

The Chairman. "When you compare 1917 with 1919 the fn.l 
movement in 1919, as compared with that in 1917, January, Febni | 
and March, is not very much less than it was during the correspui i. 
months of 1917. 

Mr. HiNES. It was more for January, 1917, than for January. 1 
Broadly speaking, the result was as follows: The ton-miles werf 
in the month of January, 1919, than in the corresponding mon: 
January, 1917, to this extent: January 2,300,000,000, Fehr> 
2,700,000,000, March 2,700,000,000, and April 6,200,000,000. i 
true that that is not a large percentage of the total, but it repress -- 
very considerable amount of revenue on a traffic which would ! 
been easily within the capacity of the roads without a correspoi 
increase in expense, so that it represented an important loss in th» 
operating income. 

The Chairman. Will you put in the record the percentage of 
reduction ? 

Mr. HiNES. Yes. 

The percentage of reduction in the ton-miles per mile of road per day for tl ♦ 
months of 1919 as compared with 1917 were: January 10.4 per cent, Februarj- i 
ent, March 21.8 per cent. 

The Chairman. It must be admitted, however, Mr. Hines, tha' 
four months of 1917 referred to were somewhat abnormal becau> 
the heavy demands made upon this country to supply both {chhU 
and munitions of war for the countries with which we were >l 
quently allied in the war ? 

Mr. HiNES. Yes ; that is true, that there was a large business w ' 
way, and the year ending June 30, 1917, was an unusually good 
for the railroads. 



APPROPRIATION FOR CONTROL OF TRANSPORTATION SYSTEMS. 161 

The Chairman. Would you not say, therefore, that the figures 
you have as to the ton-miles for the first four months of 1919 were 
about nonnal as conrpared with years like 1913, 1914, and 1915? 

Mr. HiNES. Well, I would not want to assume that without seeing 
the figures, I think, too, that we must always bear in mind that the 
railroad plant is a growing plant, and when you compare it with a 
piod of five or six years ago you are entitled to expect an increase 
m business because the plant has increased, the investment has 
increased, and the country is supposed to be growing and business 
developing, so that if the busmess simply remains stationary or 
approximately stationary it would represent a very heavy financial 
loss in operating the railroads. 

The C&4IRMAN. When we compare it with 1918, you have in ton- 
miles for January, 27,619,867,000? 
I Mr. HiNES. Yes, sir. 

The Chairman. Whereas in the same month, January, of this year . 
jouhave 30,383,169,000 ton-miles? 

Mr. HiNES. Yes. 

The Chairman. Or about one billion and a half ton-miles more than 
J^ou had in January, 1918, when we were at war and the freight condi- 
tion was congested all over the country ? 

Mr. HiNES. It was that condition of congestion, and the extremely 
bad weather, that resulted in that smaller amount of freight being 
transported. In January, 1918, you will see that it was about 5,000,- 
1000,000 ton-miles less tnan in January, 1917, and that was due to 
abnormal conditions which actually restricted the amount of trans- 
i)ortation that could be performed. 

' The Chairman. Then when you are speaking of the conditions now 
being abnormal — ^meaning by that that the freight movement has 
been abnormally low — ^you are only comparing with 1918^ are you 
pi. Mr. Hiues ? 

I Mr. HiNES. No; I should say that when you take into consideration 
the two years that have elapsed since 1917, the fact that the railroad 
plant has necessarily grown in that time and that the country is 
Apposed to have grown, that the falling off froin 1917 represents an , 
abnormal figure, and it is particularly true that in the early part of 
this year the falling off has been in traffic which was susceptible of 
being handled imder favorable conditions, like the coal traffic; the 
falling oflF there was particularly great and made a very abnormal 
featm*e of the situation. I do not suppose that that ever happened 
before or that as little coal traffic was handled in those months as 
|during this year, due to the sudden stoppage of the war and the using 
jTip of the surplus stock. In my judgment that represents traffic that 
is particularly profitable when it can be handled in large lots and in a 
systematic wav, as the big coal tonnage of the country is handled. 
So my own juagment is that the results in these months that we have 
just gone tnrough have represented an abnormal loss in traffic which 
accounts, in part, for the xmfavorable results. 

The Chairman. What are the signs for a more favorable movement 
of freight during the balance of the year ? 

121157—19 11 
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(Es. They are very favorable. The crop prospects ara 
y good. In some parts of the country, I suppose, lini 
J is now practically assured, and it is not likely that aiiy-l 
d happen that would prevent realizing a very large cn'|i| 
ctions there is still some element of uncertainty on aocoiinil 
ither. Of course, the com crop is much more subject til 
ility of serious impairment, and that may be true of somi 
er crops. Also, there is a general tendency toward ini 
iditions in business. 
IRHAN. You mean industrially? 

Es. Yes; in the West, Southwest, and Southeast the out- 
ticularly encouraging. There was an enormous amount iV 
jld in abeyance on account of the war, and the general i'lci 
t building will be resumed more and more, and the informtt 
is that there is generally an optismistic feeling on the pan 
inesa public, I think there is less optimism m the hii;lili 
industrial regions of the East than elsewhere, becaii^f 
he parts of the country that felt the transition from i 
8 war production and they are not as hopeful as the roji 
»try. 

IRUAN. Then, what would you say with regard to the prns 
loving as many ton-miles of freight during the caleiidm 
as were moved on the average during the three prewai 

BS. I should be inclined to think that the prospects ait 

for doing that in the year as a whole. 

iiRMAN. Taking up the passenger service, I understam: 

ovement of passengers is very favorable so far this year as 

with former years t 

ES. It compares fairly Well with last year and, I think, 

r years. Last year we were moving a great many troop? 

and now we are moving a great many troops in the reversp 

that is an important part of the movement, although prob- 

I important as last year, and I believe there is a great dcnl 

iravel now. 

iRMAN. I had reference to the general travel. Is not tin 

nth regard to general travel improving t 

ES. I should not say it was improving. I have been con- 
impression by speaking to Mr. Parker, and I find that s" 

tr, as indicated by our preliminary reports as to passensri'ri 

he increase in passenger revenues is a little less than ihc 
the passenger rates, which would indicate that the P''-| 

Re is shghtly under what it was a year ago, but not much 
it seems to be holding fairly uniform. | 

■IRMAN. How does the passenger traffic of 1918 compun' 

if 1917 for the first four months ? 

ES. I understand that the passenger miles were not coni- 

inths, but I may be able to give you the revenues by montlif 

, period. 

IKMAN. You can supply that in the record. 

ss. I will insert that. 
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(The table referred to is as follows:) 

VammgtT revenues far Class I railroads and large terminal companies — Average Jor the 

test period and for the years 1918-19, by moiiths. 



taaary.. 



r 



faoie. 



1910 



188,851,823 
79,115,183 
89,187,627 



1918 



$66,403,870 
62,294,450 
73,118,329 
72,452 520 
79,184,423 
94,667,475 



AveraM 
tost period. 



$51,583,604 
46,812,237 
52,051,782 
53,257,285 
55,072,575 
61,980,648 



July 

August 

September. 

October 

Noyember. 
Deoembes'.. 



1919 



1918 



1104,403,679 

113,651,976 

105,772,737 

84,715,185 

81,674,106 

92,596,741 



Averaee 
test penod. 



$66,293,174 
67,930,438 
63,147,719 
57,648)160 
53,043,547 
56,809,454 



The Chairman. Is there anything in the general condition, so far 
)s passenger service is concerned, to warrant you in the belief that 
ihere will he any great reduction in the number of passenger miles in 
1919 over the average for the three prewar test years? 

Mr. HiNES. No; 1 should not think so. 
. The Chairman. As I understand, you have increased the rates 
^ut 25 per cent both on the freight and passenger service ? 

Mr. HiNES. Yes. 

The Chairman. How much will that increase amount to for the 
ffarl919? 

Mr. HiNES. Of course, that wiU depend on the amount of business, 
iat if we assume the fibres for 1917 as an example we could give 
pu a pretty fair approximation. 

The Chairman. VVell, assume that it is the same as the average for 
pe three prewar test years, or would it be more convenient to take 
1917? . 

I Mr. HiNEs. Mr. Chairman, the operating revenues from freight 
kaffic for the calendar year 1917 were $2,800,000,000. Assummg 

tat same business for the calendar year 1919 woidd result in approx- 
ately $700,000,000 increase in revenue on account of the approx- 
bately 25 per cent increase in rates. 

The Chairman. How about the increase for passenger service? 
Mr. HiNKS. The operating revenues for passenger service for the 

fondar year 1917 were $824,000,000, and the increase which would 
expected on accoimt of the approximately 25 per cent increase 
b passeneer rates for the country as a whole, if we assume the same 
business for the calendar year 1919, would be $206,000,000. 
The Chairman. Basing your conclusion on the fact that the freight 
tod passenger service for 1919 will equal the average for the three 
prewar test years, you think that the increase in rates, both freight 
Ind passenger, for this year will bring in about $906,000,000? 

Mr. Hikes. My estimate was based on the assumption that our 
btismess for 1919 would be equal to the business for the calendar 
^ear 1917 rather than the average for the test period, and, if so, the 
increase in rates would produce this balance, approximately, 
»06,0OO,OOO. 

Economies of Operation. 

The Chairman. Mr. Hines, you spoke on yesterday with regard 
to results which were just coming in because of the unification of 
operation and the eificient methods that had been put into opera-* 
Uon. The residt of that ought to be that you would make a much 
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ter showing for the rest of the year than you have during tin* 
t? 

[r. Hikes. I do not recall that I spoke of any additional result* 
n unification. I think we have already gotten the benefit, 
h last year and the early part of this year, of the economies from 
Scation. I did speak of the fact that through the ability, to gei 
Jtter class of labor, especiallv unskilled labor, many of our Federal 
i^ers were hopeful that tney would make a more satisfactory 
wing in their costs. That is a matter that I do not think we can 
icast at ail, except to express it as a hope that it will be a helpful 
,or. I think it is one of the things which justifies postpoiuij^' 
ing any action about the rate increase which would straight-awiw 
ke a new response in the high cost of living, because that is a tliiii^' 
ch may be an appreciable factor, oven if we fix that rate now auJ 
jibly before any increase at all, but I do not think we can forecast 
tt it will amount to; it is something intangible that will develop 
degrees. 

Prospective Increase op Rates. 

tie Chairman. Mr. Hines, when do you think that the question of 

ncrease of rates should be undertaken ? 

[r. HiNES. My judgment is that we can not form a satisfactorv 

I of operations on the basis of the new conditions which have been 

ited by the war before the latter part of this year. 

he Chairman. It would have to be done approximately at tbc 

e or before the roads are turned back to private ownership ? 

[r. Hines. That would be a very appropriate time to do it. 

oubtedly. 

he Chairman. If it was not done approximately at that time or 

1 thereafter, some of the weaker roads would face banki^ptcy or i 

ivership ? [ 

[r. Hines. I think they may; yes. 

he Chairman. That being true, would not the argument be; 

le at that time against an increase of rates, that under Govern- ' 

it operation it was bot necessary to increase the rates and that. ! 

efore, it should not be rtecessary to increase them under privatt ' 

-ation^ I 

T. HiNES. I think if the results the latter part of the year con- 

e to show a deficit that that would not be a good argument. 

ink it would depend on how the thing worked out the latter pari 

tie year as to whether that would be a good ai^ument or not. 

T. Slemp. Mr. Hines, you spoke about the average freight increa.-i' 

ig 25 per cent. ■ That is, as I imderstand it, an average increase ' 

T, Hines. Yes, sir. 

J. Slemp. I want to ask you about a situation that is somewhat 

1, that is, in southwest Virginia. I am told that the increase of 

s there on some commodities amounts to as much as 192 per cent 

in other instances as much as 100 per cent, that is, under Federal 

dnistration. Now, the inquiry I wish to make is whether you 

e given any study to a reduction in rates in special instances such 

bat where the increase has been so abnormally large t 

[r. Hines. We have given a great deal of attention to the problem^ 

; necessarily arose out of the rate increase. We orgMiized a 

iber of committees throughout the country consisting partly of 
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; representatives of the Railroad Administration and partly of repre- 
■ sentatives of the shipping public. As I recall, at the outset we had a 
' few general committees consisting of three representatives of the 
. Railroad Administration and two of the shippmg public, and then 
quite a large number of local committees consisting of two represent- 
atives of the Railroad Administration and one representative of the 
shipping public. Early this year we increased the representation of 
the shippmg public so as to make the large general committees 
three and three and the local committees two and two. Those com- 
mittees have been considering problems where there were extreme 
increases, and, of course, there were some — they were exceptional 
and were not enough to vary the fact that in the aggregate the total 
increase was only about 25 per cent, but nevertheless they were very 
important to the individuals affected, and we have given constant 
study to those matters. As I pointed out on yesterday, the division 
of traffic reported that it had made 8,800 orders modifying rates since 
General Order 28 went into effect, for the purpose of more properly 
carrying out the principle of the order and avoiding the discrepancies 
vhich unavoidably arose in putting such a sweeping order into effect 
on such short notice. 

Mr. Slemp. The matter of any abnormal increase in freight rates 
is receiving the very best attention with a view to adjustment? 

Mr. HiNES. Yes, sir. In this connection, I should Uke to remind 
vou that imder the Federal control act all of these rates which have 
Wea initiated imder General Order No. 28 have been subject to 
Ti'vision by the Interstate Commerce Commission if the rates were 
assumed by the commission to be unreasonable. 

' Receipts in 1918 from Increased Rates. 

F 

I The Chairman. Mr. Hines, how much did you receive from the 
joperations in 1918 as the result of the increase in passenger and 
ffreigjht rates ? 

'. Mr. HiNES. I understand that the increase in revenue which we 
^received on account of the increase in freight and passenger rates for 
[1918 was approximately $560,000,000. That, of course, was for 
5 6 months and 5 days as to freight, and for 6 months and 20 days as 
j to passengers. 

TheC^iRMAN. On the basis, then, of about $1,120,000,000 per 
year? 

' Mr. HiNEs. About $1,000,000,000, I should say; a little over that- 
. that is, if it had been in effect for the full year that probably would 
hare been the effect, about $1,000,000,000. 

The Chairman. The falling off of the receipts because of the 
increase in passenger and freight rates this jrear, as compared with 
last year, is due to the falling off of the traffic and the repeal of the 
order requiring the collection of one-half of 1 cent per mile on the 
Pullman. 

Mr. HiNES. Up to the present time our comparison now with last 
vear is a comparison witn the part of last year when there was no 
increase in rates so that on the amoimt of revenue shown there may 
he an increase in revenue now, but an actual decrease in the traffic 
for those months. Of course, the increase did not take effect until 
the latter part of June. 
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le Chairman. Mr. Hines, have rou any further statement that 
would like to make with regard to the matters ^at have U'cl 
r discussion t 

Import Traffic. 

'. HiNEB. Mr. Chairman, there are two or three matters that I 
ed to refer to. You asked me yesterday as to what proportio: 
iBifwrt traffic was of the total railroaa traffic. I have ma' 
tries in regard to that of our division of traffic. Of course. ' 

not any exact figures, but the general information which n 
ion of traffic finds indicates that the total import traffic to tin 
try— that is, coming to the ports of the United States— repre 
I less than 2 per cent of the total tonnage carried by the railroiiil; 
lat total import traffic a considerable part remains at the port 
does not move by rail at all. 

addition to that, most of the import traffic comes to the p 
h, you might say, is nearest to the foreign country, throu^i 
h the ocean rate and the domestic rail rate to destination mak.^ 
owest total. On all of that traffic there is no reduction in itn 
3stic rail rate on the import business. The only reduction i 
lomestic rail rate on import business is through other ports u 
r to equahze it with the port whose domestic rail rate is so Lw 
proportion of the import traffic that actually moves throui;' 
1 ports which have these lower import rail rates for the purpiM 
[ualizing what mi^t be called the principal port through whirl 

traffic moves is very small, a part of the small percentage tha 
intioned. That simply ^ves you a general idea of what is in 
ed in the problem. 

my statement the day before yesterday I gave you an estimaii 
y judgment as to the mcrease m the cost of materials which ar 
e chained to railway operations in the calendar year 1919 a 
lared with the calendar year 1917, and I also gave you an csii 
! of the increased wages which we are paying in 1919 as com 
i with the rates of pay in effect at the end of the calendar vcii 
. My estimate as to wages, I think, was 52 or 53 per cent m- 
estimate as to the prices of materials was from 55 to 05 per com 
i that the figures furnished me for that were not really oased o: 
pear 1917, but had a prior basis than that; so in oroer to giv 
a percentage on the materials and supplies which would compar* 

with 1917 the percentage of increase on materials and supplier 
d be not over 35 or 40 per cent instead of 55 to 65 per cent. 
t to make that modification. 

le Chairman. In that connection you have stated, assuniin: 
lin train movements this year and also assuming a cerlun 
Jard of employment, that the increase in wages because of t\i\-i 
rs will total about $852,000,000 for 1919 « 
r. Hines. Yes, sir. 

le Chairman. And that the increase in rates, fares, and chai^ft 
yield about $906,000,000? 

r. Hines. On the assumption of the 1917 basis; yes, sir. 
le Chairman. $44,000,000 more than the increase in wapi^ 

conclusion could not be drawn from that statement that ili 
1 increase in rates will pay all of the increased cost of operatic 
le railroads ! 



APPROPBIATION FOB CONTROL OF TRANSPORTATION SYSTEMS. 167 

Mr. H1NB8. No ; if we do not have a larger business than we had 
in 1917, I do not think it will. We can not expect that the increase 
in rates will pay the increased cost; that is my best judgment. 

The Chairman. The increased cost of materials and supplies 
going into the maintenance item, will it or wiQ it not consume the 
$44,000,000 ? 

Mr. HiNEs. It will consume a great deal more than that. 

Concluding Statement of the Director General. 

Mr. Chairman, there are one or two general suggestions which I 
should like to state in conclusion for your consioeration. I think 
they have an important bearing on the conclusion you reach about 
this appropriation. 

In the first place, as I look at it, the problem here is different in 
this respect from the problem that ordinarily confronts Congress in 
■ dealing with an appropriation for the expenses of a Government 
department purely, where there is no element for the future involved, 
And that is that there is an opportunity for Congress, by controlling 
the amount of the appropriation, to control the amount of the 
expenses, by cutting down the appropriation to reduce the expenses 
to the Government. In this case, so far as the railroad operation is 
concerned, of course, the Government is bound to render tne service, 
and is bound to pay for the opreating expense what it has to pay. 
So, I take it, no action which Congress could take on the amount 
• of the appropriation would have a bearing on the question of what 
the cost of operating the railroads under Government control would 
. amount to. Of course, it is the settled policy of the Railroad Admin- 
^ istration to ^et that done just as cheaply as possible, and since I 
[ have been Director General I have had conferences with the Federal 
I managers throughout the country dealing with that problem, in- 
j Quiring as to what they had done, what tney could do, and urging 
tnem to do everything in their power to get the cost of operation 
down to the lowest practicable figure, wnile rendering a proper 
pubUc service. So I take it that the question of how mucn it is 
going to cost the Government to operate the roads during the re- 
mainder of Government control is one which necessarily will have 
to be along the line of that poUcy. We intend to keep the cost as 
' low as practicable and to resort to every expedient to accomplish 
that result, but, after all, it is a thing which is largely controlled by 
the situation rather than by the amount of the appropriation. 

Except so far as this matter has a relation to operations, practically 
everything that we ask for represents what the Government is already 
committed to, and if the appropriation no'^ is not sufficient to admit 
of its being taken care of, of course, it does not reheve the Government 
of the obhgation ultimately to do it. So I feel that here there does 
not arise the question which does arise when Congress is dealing with 
Ml appropriation for the future expenses of the Government depart- 
ments to introduce an additional factor of economy by cutting aown 
the appropriation. The practicable thing here is that since the 
Government will have to provide this money sooner or later, there is 
a direct money saving to the Government in getting an ample and 
adequate appropriation right now. It will not only enable us to 
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ite our purchases on a better basis and obtain a direct economy, 
will enable us to pay the railroad companies in full what wo 
em and to start on a basis where every railroad in the Unit«vl 
will not be borrowing for what the Government owes them . anti 
the first step in requiring the railroad companies to reimburw> 
vemment. The longer that step is postponed the longer will ii 
Qe the time when the railroad companies are going to be able 
Dce for the purpose of reimbursing the Government, 
nk there is a direct interest to the Government to provide an 
fund to clean up this situation and to have a starting point i«r\ 
ng the raUroad companies to reimburse the Government. A, 
)art of this appropriation, $775,000,000, is for the purpose of 

care of things, for practically all of which commitment lias 
lade, until the corporations can reimburse the Government, 
an reimburse much sooner if we clean off the slate than if tb.' 
i deferred. I think the situation has its pecuharities which 
uish it from the ordinary Government appropriation. It i>| 
the fact that in this instance the Government has temporarily 
1 on a tremendous business undertaking and has all of thi-: 
is relationship with all the railroad companies. I think thai 
first step toward our being able to inaugurate a policy to ^-M 
o reimburse the Government, and I think that the Govemmeiiij 
ve money both directly and indirectly and will get reimbursi.i 
iromptly if it places at the disposal of the Railroad Admini^ 

now ample funds to carry out the purposes which we hare 
ed here. As to the deficit, which does not represent a loss tn 
vemment, that is something that has been incurred and cun 

controlled by the future, and so our general policy is to put 
Tect every practicable economy to get the operating costs 
lO the lowest possible figure. 

not believe that 1 have anything else to submit, Mr. Chairman, 
)e prepdred, through my office, to give you any further detsil* 
)u may like, and just as soon as possible I will try to supply all 
statements that have been requested for the record, 
Chairmax. We thank you very much, Mr. Hines. 



Tuesday, June 3, 191<», 

SHENT OF HE. SWAOAB SHERLET, DIBECTOB OF 
FIKANCE. 

ADDITIONS, BETTERMENTS, AND EQUIPMENT. 

Chairman. You have included in your statement showing <'(>ni- 
is of figures submitted, etc., an item under "net requirements, 
ins and betterments, 1918," 5352,553,455. As I understand il, 
the contract price of the equipment which is properly charp'- 
> 1918, or allocated to the various roads, and which wiU In' 
d to the capital account. 

5HERLEY. If you will permit me, Mr. Chairman, the J352,553.-).i,i 
ints the expenditure for capital account in the way of additinns 
tterments, including equipment, which can not for the presfiit 
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tc be repaid by the railroads; it represents the balance of the total ex- 

|f penditure that was made in 1918 for capital account. In 1918 there 

hf was actually expended for additions and betterments, including 

ty equipment, $663,782,324, but we have presented this statement on 

rr: the belief that we could recoup ourselves to the extent of $21 1 ,228,869 

[T- i of that amount, leaving a net amount of $352,553,455 that for the 

>i:. present we will have to carry for the benefit of the railroads. Of that 

■ amount, speaking in round figures, $117,000,000 was for new equip- 

r - . ment ordered by the Director General, which represents the amount 

I* of money actually expended for equipment in 1918, and to the extent 

c, that any part of that $352,553,455 should not be repaid by the rail- 

r roads there would be a final loss to the Government. 

cv The Chairman. Mr. Sherlejr, the statement that I have before me 

vr shows $563,687,325 for additions and betterments in 1918. That is 

the total of the purchases for additions and betterments for that year ? 

s Mr. Sherley. That is the total amount that was expended either 

in additions to roadway and structures or in equipment. Additions 

and betterments are used, unless it is expressly stated otherwise, as 

J including equipment. 

r. The Chairman. You have income of properties, applicable to addi- 
V tions and betterments, $149,814,794, and you have open accounts due 
■- companies applicable to additions and betterments of $61,514,076? 
rr Mr. Sherley. Yes, sir. 

[ The Chairman. Subtracting these two sums from the total pur- 
^, chases will give the $352,553,455 which you have carried here as 
-[. additions and betterments ? 

^ Mr. Sherley. As the amount that we have invested in additions 
and betterments for the benefit of the roads and which for the pres- 
, ent we will have to caiTy, they being unable to repay us at this time. 
Mr. Slemp. That has reference entirely to the year 1918? 
Mr. Sherley. Yes, sir. Now, Mr. Chairman, perhaps it might 
clarify the matter a little if I said something in addition to what Mr. 
Hines has already stated in regard to what is indicated on this sheet 
as income of companies applicable to additions and betterments, 
' amounting to the sum, whicn y^ou have just indicated, of $149,814,794. 
That, necessarily, is an estimate, and yet we believe it is a reason- 
ably accurate estimate. It is arrived at by ascertaining the total 
amount of income that the different roads receive, not only as a 
' result of the standard return which we pay^ them for their properties 
. during our control but also such other income as thev may have 
^ from other investments, and, taking from that total oi income the 
amount of money necessary to enable them to meet their fixed charges 
and such dividends as they had regularly paid during the test period, 
the balance being the amount that we could deduct and apply to 
additions and betterments originally financed by us, and in that way 
the Government recoups itself to the extent of $149,814,794. 

Mr. Slemp. Would you deduct from any particular road any 
amoimt of money in excess of the sums spent for additions and bet- 
terments and equipment for that road ? 

Mr. Sherley. In the absence of other indebtedness by it to the 
Railroad Administration, manifestly not. We would not deduct from 
any railroad's standard return an amount in excess of moneys that 
we had spent on additions and betterments, or that otherwise was 
owed us. 
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The Chaibman. Do you know how much of the $563,782,325 was 
fiiDended for equipments 
Mr. SoEBLEY. YeB, air. ■ 

The Chaibman. And the amount for bettenuentsl 
Mr. Sheblet. Of the $563,782,324 there was expended for equip- 
ment ordered by the director general $117,787,692, and additions 
itiii betterments on roadway and structures and certain equipment 
(jnlered by companies prior to Federal control $445,500,133. Then 
ilitTe was an expenditure for miscellaneous physical property which, 

I liiink, relates to waterways, of $494,498.98 which, together make the 
total of $563,782,324.87. 

The Chaibman. Can you state how much of the $117,787,692 that 
i» included for equipment has been allocated and settled for by the 
railroads} 

Mr. Sheblet. I think, Mr- Chainnan, that perhaps I can clarify 
the equipment situation if we deal with it without regard to the cUti- 
iidfi between years. The $117,787,692 which waa paid in 1918 repre- 
ifiits nothing real in connection with equipment, other than the 
Ktual payment of bills to the car and locomotive buUders. 

In poiat of fact, the situation in connection with the equipment 
fis this: The Railroad Administration ordered for Uie benefit of 
:!ie railroads equipment that it was estimated would cost $402,22 1 ,46$. 
That equipment consisted of 100,000 cars at an estimated cost of 
f:91,659,000, and of 1,330 locomotives which were ordered in 1918, 

II an estimated cost of $72,720,200, and 600 locomotives ordered in 
1918 for 1919 delivery at an estimated cost of $37,842,268, making 
I total of $402,221,468. 

It is the belief of the Railroad Administration that this equipment 
rill cost finally a total of $363,373,335. We can not state that 
u'l (irately, because under the contracts which were made for this 
'quipment we are entitled to certain reductions as to materials and 
<iliL>r factors that entered into the cost change, but it is beheved that 
Dstead of the cost being $402,221,468 the cost will finally be 
1-363,373,335, and it is this latter figure that is used in the estimate 
uhmitted. 

The question, I take it, that you are interested in is to what extent 
cp ran nope to get repaid for the equipment? 

Tlie Chaibman. Yes, sir. 

.Mr. SuEBLEY. That is a question about which it is impossible, 
rankly, to be entirely definite. 

The CliAiBMAN. From what you have stated, I take it there is no 
[uestion with regard to the $117,000,000 included in this statement 
or 1918? 

Mr. Shebley. As to the three hundred and sixty-odd miUion dollars 
Imt we will pay for equipment there is no question in my mind but 
'hat we will get considerably over $300,000,000 of repayment. I 
ini hoping that we will, first and last, get up pretty close to the three 
lundred and sixty-odd million dollars wnicn the Government has 
1 tually invested. This is the situation in regard to the equipment. 
Hiis equipment was ordered during the war and was ordered in 
ii( ordance with the best judgment of the men then having the matter 
n I harge as beinjg necessary in order to enable the railroads to prop- 
rly perform their function as common carriers, and, with the excep- 
ion of the 600 locomotives, all of it was ordered for 1918 dehvery, 
hoiigh in fact but a small portion was received during that year. 
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The railroads have insisted that the equipment ought to be , 
sidered as a Government purchase to be paia for by the Governn. i 
owned by the Goveriftnent, and at the end of Federal control t I 
disposed of for such price as it might be worth. The eflPect of 
would be to have whatever war cost there was in the obtaining <•' 
equipment borne by the Government, the railroads to be relieve 
any of that burden, and at the end of Federal control to be air. 
buv the equipment for just what the Government might be a]>. 
sell it for, which would practically mean what the railroads woul 
willing to pay for it. 

The railroad administration has taken the position, on the n: 
hand, that it was the duty of the railroads to supply themselves ^ 
the equipment necessary to perform their functions as con:: 
carriers, and the fact that we took possession of the roads di(i i 
relieve them of this obligation; that we have made the purcha^^ I 
their account, and not on om* own account, and we have allocate-: 
equipment to various railroads according to their needs as we - 
them. They have objected very pronouncedly to the acceptan. 
this equipment at the price statea, and the matter of acceptai: 
still a matter in dispute, but it is my hope and belief that wt^ \ 
eventually succeed in getting the railroads to accept practically u 
this allocated equipment, and I have hoped that we might work - 
plan for the financing of all of it through one general equip' 
trust, by which the Government eventually would be repai»i I 
entire amount of money involved here. 

The Chairman. At the bottom of this sheet there is an item ': i 
disbursements for 1919, ''Equipment, Railroad Admini^trc. 
$245,585,643.'' If we add that amount to the $117,787,692, w. 
the total of the purchases by the Railroad Administration, inc! : i 
the equipment purchased by the railroads that remained unpa: I 
at the time you took them over and also the amount 3'ou have - 1 
paid or obligated yourselves to pay ? 

Mr. Sherley. No. As I understand it, you get a tot. 
$363,373,335, which represents railway; equipment ordered by ; 
Railroad Administration and is exclusive of equipment previ 
ordered by the railroads themselves. 

The Chairman. You have already stated that the $117,7^7 
was for equipment purchased bv the railroad companies them- 
but paid forty the Railroad Administration ? 

Mr. SiiERLEY. If I said that, I was in error. What I meant t 
and what I think I said, Mr. Chairman, was this: Of the pur- 
of equipment ordered we actually paid out in cash dftrini: 
$117,787,692. 

The Chairman. The $363,373,335 represents all the equipmoi/ 
have purchased for the railroads ? 

Mr. SnERLEY. Yes, sir. 

The Chairman. The table that you will put in the record will - 
somewhat in detail the thin^ that were purchased with that sur 

Mr. Sherley. I will put m such a statement. In point of :. 
read off the rough statement, which was 100,000 cars r 
$291,659,000, 1,330 locomotives ordered in 1918, costing $72JJ' - 
and 600 locomotives for 1919 delivery costing $37,842,268. / 
were contract costs which made a total estimated cost of $402,221 
but since then it has developed that in accordance with the con: 



APPROPRIATIOK FOK CONTROL OF TEAHSPOBTATION SYSTEMS. 178 

he price will probably come down to a total of $363,373,335, and 
here may be some further savings over that. On the other hand, 
bt fkure may be a little bit exceeded. 

Mr. Slehp. ^hat is in accordance with the contract arrangement 
lib (he equipment companies ? 

Mr. Shehlet. Yes, sir, 

Mr. Byenes. And you get the benefit of the reduction xmder the 
wuracts ! 

Mr. Sherlet, Yes, sir. 

Mr. Byrnes. And instead of $402,000,000 it will be what? 

Mr. Sherley. $363,373,335, we figure now. 

Mr. Byrnes. What is the particular cause of the reduction ? 

.Mr. Sherley. The cheapened cost of material and some saving in 
i'lincction with labor and overhead expense. The contracts were 
laile on a basis by which we get the benefit of any cheapening of 
ii'sp factors of cost. 

Mr. Byrnes, And it has so cheapened that you estimate a reduction 
[ what I 

Mr. Sherley. We estimate now a reduction of practically $40,- 
X'.OOO— 10 per cent. 

Allocation of Equipment. 

Tlip Chairman. Have you a statement, Mr. Sherley, showing (he 
inims roads to which this equipment has been allocated ? 
Mr. Sherley. We can supply a statement which will show the 
Hiis to which the various cars and locomotives have been allocated. 
The Chairman. Will that statement also show the amount involved 
(ioUara and cents? 
Mr. Sherley. Yes, sir. 

The Chairman. Can you include in that statement also the settle- 
cuts or allocations accepted by the roads and in another column the 
Dounts in dispute ? 

Mr. Sherley. I think we can supply that. 

The Chairman. To what extent has the allocation of the equipment 
uihased been accepted by the various roads ? 

Mr. Sherley. There has been accepted 48,800 cars, and there have 
iTi 947 locomotives. 

The Chairman. What does that represent in percentage? 
Mr. Sherley. Well, in cars, it would represent 48,8 per cent, and 
locomotives it would represent a little over 49 per cent. That rep- 
si'tiis what has been actually accepted in the sense that given rail- 
ails have indicated exactly how they propose to finance and to take 
fe of this amount of equipment; but it does not represent, to my 
ind, anything like the amount that is practically accepted. There 
p quite a number of roads that have indicated their wiUinguess to 
cept the allocated equipment, and there are other roads that have 
liicated their willingness to accept a part of the allocated equip- 
fn(. The thing ranges all the way from cases where there was com- 
etc refusal to accept to those where they have accepted in every 
ly except to come to a definite agreement in connection with the 
ethod of financing. 
I insert at this point combined table giving data requested. 
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It might be interesting in this' connection to state to the committee 
that wEen I became connected with the Raikoad Administration 
one of the first problems that I took up was this question of allocated 
equipment. It is a thing about which there has been considerable 
feeling developed on a part of a good many of the railroad companies. 
Some of them feel very bitterly because thoy think the Government 
should agree to carry this as a war cost, and others feel bitterly 
because they think the actual allocation of cars and locomotives 
made to them was not justifiable according to their needs. I felt 
I that there was a great deal more feeling on the question than the 
facts warranted and that if we could all get together and talk matters 
\ over it might be possible to arrange a basis lor financing the equip- 
ment, by which the burden would not be so verv heavy as to fall 
unduly on the roads, and also by virtue of which the Government 
might get back the monev which it had put into the equipment for 
the benefit of the railroads. 

So I have been having a series of conferences with the railway 
executives looking to the acceptance by the various roads of practi- 
cally all of this equipment and the payment of 25 per cent of its coat 
by an inunediate application of the siuns to the credit of the various 
roads for depreciation which has accrued during 1918 on equipment. 
.\s you gentlemen are probably aware, the rauroad companies have 
usually charged off a certain amount each year for depreciation on 
[rolling stock and it varies all the way from 1 per cent to 3 or 4 or 5 
per cent on different roads. We are carrying on our books a certain 
imoimt for depreciation and also or retu-ement of cars that are retired 
because worn out and also for salvage where cars are destroyed. 
The result is that there is to the credit of all of the railroads some- 
lliing over one hundred and twenty-odd million dollars which normally 
Tould be payable to them at the end of Federal control, but which the 
Railroad Administration agreed it would be willing to apply now on 
this equipment ordered without waiting the end of Federal control. 
So I suggested the taking of this accrued depreciation and applying 
enough <h it to pay 25 per cent of the cost of the allocated equipment, 
and then to undertake to float general equipment trusts for the bal- 
ance, or 75 per cent, these trusts to be sold to the public and the Gov- 
ernment reimbursed out of the proceeds. , : 

The holders of such trust certificates would be repaid the amount 
represented by those certificates in 15 annual installments, along 
Usual equipment-trust lines. We are still negotiating on tiat. Cff 
course, there are some roads whose credit is so good that there would 
' W no difficulty in their issuing and marketing equipment-trust cer- 
'iGcates to-morrow on their share of this rolling stock. There are 
other roads whose credit is so had that it would be difficult for them 
' successfully to issue trust certificates, and one of the problems is to 
Arrange a financial plan that will make readily salable trust cer- 
tificates for the entire amount, the difficulty being somewhat in- 
creased by the high cost at which this equipment was necessarily 
purchased during war time, so that a 25 per cent payment on it and 
' then certificates of 75 per cent against the remaining cost does not 
leave as great an equity as would be the case with cheaper eauipment. 
' This has not progressed to the point where I can say whether it will 
go through or not. As I have stated, I am hoping to get the railroad 
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companies to agree to accept the equipment, and that the bank> i 
worK out a plan by which there can be floated equipment tru^*- 1 
the extent of 75 per cent of the value of the equipment aiiri I 
Government can practically be repaid. It may be necessary in i I 
to do that that the Government should put up a guarantee fi 
against defaults. These equipment trusts are paid by virtue of I 
companies owning the cars against which the trust is issued pj^ I 
an annual amoimt of rental. Of coiu^e, with the stronger compa: i 
there is no doubt of their ability to pay, while with some vf i 
companies there is considerable doubt, and therefore throwing aL I 
companies together it makes a more difficult thing to negotiate <»r I 
market than it might be if you had to deal simply with the stn»r.:i 
individual companies. If the plan fails, it will then be our endr i 
to take up witn each individual railroad the equipment whicL j 
been allocated to it and work out a financial plan looking to on: | 
payment. In some cases the Government can get immediately | 

{)aid, and in some cases we probably can get repaid within the : ! 
ew months, and in some cases we may have to carry it for a con>. i 
able period of time. 

The Chairman. Does the present statute authorize you to e i 
tmtee these equipment liens for a period of 15 years or any time 

Mr. Sherley. I do not know tnat the present statute author i 
in precise language 

The Chairman (interposing). To bind the Government? 

Mr. Sherley. But I am inclined to believe that having the {>• 
to buy under the act this equipment for the benefit of the railr 
and having this amount of money now invested for their benefit * 
we would T)e clearly warranted m leaving such part of the sun 
have invested in the equipment up as a guaranty fund in onl^- 
recoup ourselves immediately for a laree part of the balance. I 
ih a matter that the law division woula be more capable of adv. 
on than I would be. 

The Chairman. In preparing this statement, Mr. Sherley, I ' 
you would also put in a separate column giving the equipment .. 
mdicating the roads from which you have already taKen equiji:- 
liens for a part of this equipment? 

Mr. Sherley. We have not as yet entered into any arrangpT- 
with any railroad looking to the floating of equipment tni-t- 1 
such railroad so as to reimburse us. 

The Chairman. I did not have reference to that. You i 
already settled with some of the roads and have taken equi{>: i 
liens for the equipment turned over to them ? 

Mr. Sherley. rio. In point of fact, we have not actually i\ ^ 
any financial plan with any railroad looking to the repayment 
for the equipment, but in the amounts that I read over a whiK' ] 
which had oeen accepted, there are a number of roads that . I 
agreed to take the equipment and are prepared to pay for it thr I 
various methods. Some of the roads are preparea to pay for / 1 
permitting us to take payment out of their standard return. > I 
of them are prepared to pay for it by floating eauipment tni-' I 
the market which they can issue right away ana which they ! 
made financial arrangements to do. 

The Chairman. As a matter of fact, Mr. Sherley, you hav-* 
closed with any of them, have you ? 
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Mr. Sheblet. No. We were ready to close right away with 
ber of separate roads, but it was perfectly apparent that if in 
going to carry out a general plan for financing all of this eoui 
we could not afford to weaken that general plan by excluoin 
it the strongest roads, which were the roads that were now n 
finance the equipment. In other words, you take a road li 
Atlantic Coast line or the Louisville & Nashville, they a 
pared to finance their equipment entirely, but if we took tb 
of the list of roads that are involved in the general plan, ar 
tinue doing that as to other strong companies, we will finall 
the gener^ plan embrace only the weakest roads, and th 
the credit of such an equipment trust would be very much we 

I as against a combination including all the roads. 

Perhaps it may clarify the situation generally before we < 

I the detail if I make this broad, basic statement. In 1918 th 
expended for additions and betterments including equipment 
sum of $563,782,324. Of that amount the Government exp 
reimburse itself to the extent of $211,228,869 throurfi two g 
one of them being the amoimt of mone}^ that it could nold oui 
standard return owed to the various railroads which amoimts 
sum of $149,814,794, and the other item being $61,414,076 
owes various railroads on open accoimt. So that there w( 
carried by the Government now out of capital expenditures f 
until it might be repaid by the railroads the sum of $352,553 
For 1919 the estimate as submitted contemplates a total e: 
tiire for additions and betterments, including equipment, of 
051,665, of which it is expected that the raSroads will thei 
finance $576,615,905, leaving the sum of $253,435,760 that tl 

. emment will have to carry for their benefit for the presei 

I other words, adding those two items together, there would be 
989,215 that could not be refinanced at this time, out of 
capital expenditure made for the benefit of the various roa( 
the two years amounting to $1,393,833,989. 
Mr. Slemp. From which you could now deduct the $121,0 
Mr. Sherley. No: I have already deducted from the i 
833,989 those sums I thought we could get reimbursed for 

I moment. 

1 Mr. Slemp. So your statement about depreciation was inch 
the other amount? 

Mr. Sheeley. No; the depreciation would not be includ 
you swung it in, you would have a further recoupment of $100,0' 
Mr. Slemp. $120,000,000. 

Mr. Sherley. But that is not inmiediately applicable. T 
it to the railroads but we only owe it to the railroads at the 
Federal control. We have said we would be willing to appl 
this particular time on this equipment. But it is true that w 
got a credit of one hundred ana odd million dollars that wil 
tually work out of this accrued depreciation. 

The Chairman. Mr. Sherley, how about your deliveries of 
ment ? Are deliveries being made now ? 

Mr. Sherley. Dehveries are beinff made from time to tin 
Cliairman, of this equipment according as it is finished, 1 
some of the equipment which has not been delivered to variou 
panics, although finished, because of the disputes which still c 
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to the allocation which has been made to them and which they hav 
declined to accept in its entirety. 

The Chairman. Then you do not deliver to the companies uot! 
the allocation ia accepted by the company ? 

Mr. Sheklet. We nave not done so yet for this reason: As a ml 
a railroad company undertakes to finance all of its investments ii 
new equipment through the issuing of equipment trusts, and in orde| 
to issue such equipment trusts, it is necessary that a trustee sbouJi 
be named and each car should have placed upon it a plate indioatin,' 
that this car is under a given equipment trust of which a given com 
pany is trustee. Now, manifestly, when a road is refusing to accep, 
equipment and claiming that it does not want that equipment, it il 
impossible to mark the car so as to come under an equipment trust 
and pending these disputes such cars as have been finished and havi 
not been accepted by various roads 'have been held, but the timp i; 
rapidly approaching when it will be necessary to distribute tho^' 
cars, and failing an amicable arrangement with the companies for tbi 
acceptance of these cars, the Railroad Administration will distribut( 
them to the various roads according to this allocation and use them 
as the property of such roads Just as we use their other equipment. 

The Chairman. The weaker roads are not all able to pay the 21 
per cent you require as a general nde to be paid in cash on this 
equipment, are tney? 

Mr. Sherlet. A number of the roads would not be able to pay 
25 per cent in cash unless this accrued depreciation was used by the 
administration for that purpose, and as to some roads the amount of 
accrued depreciation is not sufficient to equal in amount 25 per cent 
of the cost of the equipment allocated to such roads. 

Mr. Chairman. I was speaking of paying it out of the standard 
return. 

Mr, Sherlet. Out of the standard return it is not contemplated 
that many of the roads would be able to pay for this equipment 
However, whatever leeway exists as to the standard return as a 
method of reimbursement of the Government, we have taken into 
account in making the estimate. Now, of course, that credit could 
be taken and applied to capital expenditures for equipment or il 
could be applied to capital expenditures for additions and better- 
ments to roadway and ■structures. 

The Chairman. What do you mean by your statement that you 
have taken credit for it io this statement ? 

Mr. Sherley. I mean that in 1918 there was J563,000,0OO worth 
of capital expenditures made by the Railway Administration.' 
Against that we recoup ourselves by the amount of $149,814,79-1 
withheld from the standard return so as to reduce by that amount 
the capital expenditures that we will need to carry for the benefit oi 
the various roads. 

Mr. Btbnes. Heretofore the deduction had been applied to some- 
thinjg other than equipment, bad it not, on the theory that the rail- 
roads through these trusts could take care of the equipment? 

Mr. Sherlet. The probability is that the way it will work out 
will be that these credits will go upon capital expenditures on road- 
way and structures rather than on equipment, the theory being thai , 
the railroads will reimburse the Government as to equipment expendi- 
tures through the issuance of equipment trusts, but that is purely 



an arbitrary bookkeeping matter as yet, because you could to-day 
apply it as a credit on one form of indebtedness or the other. 

Sflr. Byhnes. I understand, and having that option, is it not wise 
to apply it to some item where the railroads have no chance of issuing 
a trust that can be marketed ? 

The Chairman. Mr. Sherley, if they can not pay out of the standard 
return anything on this equipment, it is obvious that it the Govern- 
ment takes the equipment hen it will have to take it for the full 
amount of the cost oi the equipment ? 

Mr. Shebley. It would, unless instead of the Government taking 
the equipment lien and holding it, the equipment trust was issued 
and send to the public, which is what I am undertaking to bring about. 
The Chairman. That is a little different plan from the one sub- 
mitted when this question was before the conunittee at the last 
session. 

Mr. Sherley. Mr. Hines, as I recall his testimony, testified then 
ihat it vras contemplated that the railroads would issue their eauip- 
ment trusts and that if need be the Government would carry tnose 
equipment trusts for a year or two until after the railroads had made 
such payments as to increase very greatly the equity in the property, 
and that then the Government could readily sell such certificates. 
My ovm thought is that it ought to be possible now, without the 
Government carrying these equipment trusts, through this general 
trust plan to sell equipment trust certificates to 75 per cent of the 
value of this equipment, the other 25 per cent being paid out of 
accrued depreciation; and in that way, the Government would practi- 
cally be reimbursed for the equipment. But it may be necessary, in 
order to make such a plan financially attractive to investors for the 
, Government to put up some given sum as a guaranty against default 
j by any particular road in the payment of its part of the equipment 
' trust obligations. 

The CaiiRMAN. Whether you adopt the plan you have suggested 
with regard to creating an equipment trust, or whether you adopt the 
plan previously offered, the result is likely to be that some of the 
weaker roads will default in the amounts that they owe for equipment, 
is it not? 

^ir. Sherley. I think it is inevitable that of the three hundred and 
sixty odd million dollars worth of equipment that we have pur- 
chased for the benefit of the railroads a certain percentage will not 
be repaid in the early future, perhaps, ever. Quite a bit of it we will 
be unable to get repaid for a number of years, unless some plan for 
the financing of the whole matter shall be carried through. 

The Chairman. At this time are you able to make an estimate of 
what that loss might be ? 

Mr. Sherley. I do not think it is possible for any one to say with 
any degree of accuracy how much of the three hundred and sixty odd 
mfllion dollars of equipment that has been bought for the benefit of 
the various roads will not be reimbursed to the Government. I 
should trust that the loss would not be as high as 10 per cent, in the 
last analysis. 

In that connection, may I say this, that that is based upon an 
assumption that what I believe was the intention of Congress, remains 
the intention of Congress. The railroads are contending that Con- 
gress in passing the Federal Control act contemplated that the Gov- 
ernment should buy this equipment on its own account, and that the 
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railroad companies should only be required to pay for the equipn. 
at its value when the roads are turned back to them. The Kaib 
Administration has assumed that this equipment was bought for 1 
benefit of the roads ; that it belongs to the roads, and that they 
the Grovemment for it. Now, my statement as to the amoun 
loss was predicated upon the belief that Congress does not pn* 
to adopt by legislation the view that is being urged by the railr 
companies, because, in that event, of course, the Railroad Adm: 
tration would not be able to sell this equipment to the railroad r 
panics as voluntary buyers for a sum as close as 10 per cent «f 
original cost. 

The Chairman. In support of the contention of the Rail: 
Administration, I will ask you to state to what extent railroad < 
panics themselves made estimates as to their requirements in ( 
way of the equipment that has been allocated to them ? 

Mr. Sherley. Mr. Chairman, I dislike to trust my memory. J 
you will remember, of course, that my relationship to the Rai:- 
Administration is only of a little over a month's duration, and n 
this happened long before my day. Therefore, I am speaking sir. 
from Imowledge acquired second hand. My memory is that at 1 
time this equipment was ordered there was a pretty general K I 
on the part of everybody that the amount of equipment ordered -i 
necessary. At that time people were looking lorward to a ^ ! 
much longer war than we fortunately had to go through. I am u^ I 
the impression that at the time it was ordered there was not ' i 
and there a definite allocation made, but that it was determined ' i 
this amount was needed, dealing with the railroads as a whole. I 
that the allocation followed after the determination of the quu: i 
to be ordered. 

' The Chairman. My recollection is that at the time of the f - i 
hearing there was a statement made by the Director General t ■ 1 
effect that most of this equipment that had been ordered had : i 
estimated for by the various roads to which it was allocated. 

Mr. Sherley. It is true that the railroads were called up«' 
submit budgets, but whether the budgets were also budgets incln i 
equipment, or whether they were simply budgets in regard to < i 
additions and betterments, I do not recall. The Director Gent- i 
memorv about that will be accurate and verv much preferable to n i 

The Chairman. If they did submit budgets, I wish you w i 
insert in separate columns the budget of each road with regani \ 
equipment, under the proper heading, so that the whole picturt* i 
be seen from that table. 

Mr. Sherley. If that can be done, I will be glad to have it do: 

Note. — The data referred to was not available. Budgets obtained did n " I 
ebuipment needs. 

The Chairman. Are the railroad companies making any . ] 
objection or raising any question as to their right to refuse the a! 
tions of equipment ? 

Mr. Sherley. Under the terms of the contracts entered mt* I 
railroads companies are foreclosed against any question as to tin* i 
of the equipment, but they have the right to subsequently raL- I 
question ot damages by virtue of having been required to a- | 
equipment which they did not need. 

The QiAiRMAN. They are not foieclosed imder the contract ' I 
raismg that question? 
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Mr. Shkblet. No, sir. However, Mr. Chairman^ it is i 
depending upon the contract, but it is a matter depen 
act itself. The act gives them the right to make a claim 
suffered. This has been the practice, however: Where"v 
been allocated to a company a given nimiber of cars or 
and they have accepted that number under protest and 1 
into a contract, they are bound by the price or cost of sue! 
but they have the right under the act to make a claim for 
suffered. Where, however, there has been a compromis 
railroad companies as to the number of cars or locomoti\ 
should accept, in such cases we have insisted that the 
should carry with it a waiver of any claim for damages 

The Chairman. Have any of the roads complained be 
ment has been pmrchased for them in instances where t 
that they could have manufactured the equipment for 
leas in their shops ? 

Mr. Sherlet. I am not sure but that some of thei 
made such claims. 

The Chairman. You understand the contract to fo 
right to raise any legal objection ? 

Mr. Sherlet. The contract forecloses the question ol 
does not foreclose the question of damages because of the 
to accept a given number or kind. 

Now, referring back for a moment to the act itse 
provides — 

Any I088 claimed by any carrier by reason of any such additions, 
TosA extensions so ordered and constructed may be determined by apr< 
the President and such carrier; failine such agreement the amount o 
be ascertained as provided in section 3 hereof. 

Section 3 makes reference to the submission of the n 
Court of Claims. 

The Chairman. Then there is a possibility of some li 
regard to some of this equipment, or with regard to cc 
■ railroad companies to take allotments of this equipmen 
, result in additional loss to the Government ? 

Mr. Sherley. My own judgment is that they will have 
difficulty in ever making a successful claim, and my o 
Wn that in settling this equipment dispute a plan migl 
out looking to the financing of the eauipment that will \ 
satisfactory to the railroads and in wnicn the Governm^ 
sufficient of the burden for a while in the way of guarf 
defaults, so as to cause the railroads to a^ee with the 
to clean up the whole matter and eliminate any po 
claims hereafter. I think it is highly desirable, fror 
point both of the railroads and otthe Government tl: 
along we eliminate possibilities of lawsuits, and, wh 
think this represents a very serious claim a'gainst the Gc 
is just one of those things that it would be better t( 
the way than in the way. 

Advances or Loans Made to Railroads 

The Chairman. We join you in that hope. 
Mr. Sherley. In the statement given bv the director 
is included an item of $775,000,000 which it is propos 
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the railroad companies. Do you want to make any general ^• 
ment with regard to that ? 

Mr. Sherley. Mr. Chairman, my first response would be * 
That I think you, perhaps, have stated the matter a little differ 
from what Mr. Mines meant to convey. There is not $775,0 >" 
which it is proposed to loan the companies; there is ITTSjO^*- 
which represents amounts which have been and will be advance 
the account of the railroad corporations and which it will be ^ 
duty to repay as rapidly as possible. In other words, it is c 
matter about which we nave an option, so that we could now ^ 
"Well, we will not do this,'' but as to a very large part of this, 
already an investment — ^$352,553,455 is what has already ' 
advanced to the railroads on capital account for 1918, so that v 
not now see any way to immediately get ourselves reimburstti 
that amount; $253,435,760 represents the amount of 1919 exp^ 
tures, which we do not expect to get immediately repaid. T 
two together make $605,989,215, and to that should be added r 
additional items — $2,641,886, which represents money expend^-: 
inland waterways in 1928; $48,483,959, which represents i 
already made to the New York, New Haven & Hartford Railroaii 
certain other railroads; and $100,000,000, which represents advs- 
made to various railroads and which is secured by that much of u..- 
rials and supplies in each instance. 

Then in 1919 there is $11,700,000, which we have spent and e.\' 
to spend during the year on inland waterways and $20,000,OC^ I 
financing the Boston & Maine reorganization. All of those ^J 
added together make $788,815,060 which, ii you take away the ' 
that relates to the inland waterways, amoimting roughly to > 
000,000, makes seven hundred and seventy-four million and ? 
odd dollars. 

The Chairman. Broadly speaking, the investment in the ii..- 
waterways is not a loan; tnat is an investment? 

Mr. Sherley. Oh, yes; it is an investment made by us, but I ^ 
that excluding that we will have invested in capital account for 
railroads or in loans made to the railroads about $774,000,000 a: 
end of 1919. 

The Chairman. WiU you put in the record a statement givin: 
amounts loaned to each railroad and the amount which it is pru; H 
to loan to each railroad during 1919 ? 

Mr. Sherley. The answer to that is that there is no loan exp i 
to be made to any railroad in 1919 that I now recall, except the R - 1 
& Maine, but there will be expenditures made in the way of addi* i 
and betterments for the benent of the railroads. 

The Chairman. You will expect to take their obligations for I 
amount that you expend for additions and betterments, will you : I 

Mr. Sherley. We will take their obligations where they* can i 
immediately reimburse us. I think I can supply what you are vl 
ingfor. 

The Chairman. Whether it. is a loan or an advancement or ca' I 
expenditure ? 

Mr. Sherley. Yes. 

The following table is submitted in response to the request 
chairman. 
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The Chairman. So that we may have a picture of the situation of 
the various roads. To what extent do you resrard these loans or ad- 
vances already made and those which you feel it is necessary to make 
during this year as loans or advances on which there will be some 
loss to the Government ? 

Mr. Sherley. I do not know, Mr. Chairman, that I can answer 
that question in a satisfactory manner at all. The contemplated 
expenditure for capital account in 1919 for the railroads is 
$830,000,000: of that amount we are figuring that the railroads will 
finance $576,615,905, leaving S253,435,760 as the amount which they 
will not immediately repay us. Now of that latter sum I should 
hope that eventually we would get it all back. That is a hope. It 
is ahnost inevitable that of that amount of money there should be, 
perhaps, something under 10 per cent of it which would represent a 
probable loss, and I should hope that it would not be more than that. 

PossiBiLrrY OF Railroads Financing Their Own Undertakings. 

The Chairman. You figure that the roads themselves will be able 
to finance only about $211,000,000 of betterments and equipment for 
this year? 

Mr. Sherley. That was for 1918, and for this year we figured that 
they would finance $576,000,000 worth if there is some $830,000,000 
of capital expenditure. 

The Chairman. Why were they not able to finance more of their 
obligations for 1918? Were they not permitted to do it or was it 
because of their lack of credit ? 

Mr. Sherley. Well, practically, the reason was that the market 
I was preempted by the Federal Government. 

The Chairman. Is not the market going to be preempted by the 
Federal Government this year ? 

Mr. Sherley. Well, I hope not, but perhaps you are better able 
to judge of that than myseli. It has been the belief of the railroads 
Mid of the Railroad Administration that toward the end of the year 
tbey might be in a position to do some financing on their own account. 
They are occasiondly doing a little of it now, but there have been no 
very large financial plans carried through recently. 

Mr. Byrnes. They have made no serious effort since the closing of 
the Victory loan, have they ? 

Mr. Sherley. That was so recent that I could not teU you. 

Mr. Byrnes. I presume they have not, because it only closed 
about three weeks ago. 

The Chairman. Tne extent to which these various companies will 
be able to finance their own imdertakings would depend somewhat 
upon the extent to which the Government attempts to finance prac- 
tically every big imdertaking, would it not ? 

Mr. Sherley. Well, I should put it another way; I should think 
that the extent to which a great deal of this capital expenditure was 
ittade for 1919 would be dependent on the ability of the railroads to 
jo some financing. In other words, much of this capital expenditure 
'or 1919 is only going to be made if the railroads indicate that they 
are able to finance it. 

The Chairman. Is the Railroad Administration encouraging the 
ailroads to finance their own undertakings ? 
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Mr. SHERLEY.'They are not only encouraging them but thp\ 
undertaking to bring every proper pressure that they can brin? 
the railroads to have them not only finance their needs for thb 
but to do such financing as will enable them to repay the Goven, 
for previous expenditures made for them. 

The Chairman. Since these hearings commenced a Nev '. i 
banker called me to the door and stated that the association i 
which he was connected — ^he did not give me the name of the h 
ciation — proposed to xmderwrite $1,700,000,000 for the railr i 
which would enable them not only to pay the Government all i 
owed the Government but also to pay for their operations d^ | 
this year. 

Mr. Sherley. I have not met him but if he can really do vL 
says I shall be very glad indeed to meet him. 

Excess of Expenditures for Equipment, Etc., 1919 Over : 

Mr. Slemp. Upon what theory of governmental necessity v. 
we propose to expend $800,000,000 in 1919 when we did not pr- 
to expend that much in 1918 ? 

Mr. Sherley. The answer to that is twofold. In 1918 the ^ 
ment which was ordered was not deUvered and paid for in su^^ 
amount to make it reflect itself in the total of the 1918 expeno 
to anything like what would have been the fact if the equipmei. 
come along as rapidly as was expected when ordered, so tnat - 
three hundred and sixty-odd million dollars worth of equi: 
ordered for the two years only $117,000,000 of it is reflecte<l . 
1918 statement, although when ordered it was expected thar 
of it would be obtained in 1918; but it was delayed, owing \ 
necessity of supplying overseas equipment, which took prec^ 
over this equipment in many instances. The other reason is th.^ 

Mr. Slemp (interposing). Then of the $830,000,000 mentici 
the combined expenditure for additions and betterments and ^ 
ment how much would go for equipment and how much for adti. 
and betterments. 

Air. Sherley. Of the $830,000,000, $245,000,000 represeir 
equipment ordered by the Director Generai and $584,(KM1.»' 
round figures, represents additions and betterments to roadwrr I 
structures, etc., equipment ordered by railroad companies ai. i 
provements to existing equipment. Now, anticipatmg vour i 
tion as to why there was sucn a large amount of such ad^itio: - 1 
betterments for 1919, the answer is similar to that in regard to ► i 
ment; over $317,000,000 of it represents a carryover from 
due to the fact that a lot of work was undertaken in 1918 that i 
not be completed in that year or that was not paid for even t I 
completed in that year. 

Mr, Slemp. It is proposed that the railroads themselves ■ i 
to the extent of about $500,000,000 in 1919 and that will be ( i 1 
against additions and betterments rather than equipment ? 

Mr. Sherley. WeU, that will probably depend, m the last aii i 
on how this equipment situation works out. Manifestly, at y ' i 
we do not undertake to keep the books so as to throw a*:.i 

{^articidar capital expenditure any reimbursement that we ni 
rom the railroads ; we simply throw against the account for ' • 
expenditure whatever sum we may get m the way of reimbur-' 
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Mr. Slemp. As I understand it, you have made no new obligations 
in 1919 for equipment, except so many engines — ^whatever the num- 
ber was — and I was wondering whether in view of the additions and 
betterments that were contracted for in 1918 and left over to be 
completed in 1919, we might not have contracted for a little less 
additional for 1919 and thus have a credit for such previous capita) 
expenditiu-ee that you would not otherwise have ? 

Mr. Sberlbt. If I understand you correctly, you are inquiring 
as to whether we should not have cut down the amount of the addi- 
tions and betterments necessary to be made in 1919 and which 
bad not been undertaken in 1918} 

Mr. Slemp. That is right. 

Mr. Shehley. In point of fact that is exactly what did occur. 
After the signing of the armistice there was an immediate recon- 
sideration 01 the Dudgets of the various railroads in connection with 
additions and betterments and all work in connection with such 
additions and betterments which could be eliminated was eliminated 
and is being eliminated, so that to-day we are undertaking to do no 
work in regard to additions and betterments that is not practically 
necessary for the proper and safe operation of the railroads unless the 
railroad companies are clearly able to finance such expenditures, and 
when we say "finance" we have in mind also their ability to reim- 
burse us because of previous expenditures made for them. Mani- 
festly, there are certain roads that are strong enough to go forward to 
any extent. 

Mr. Slemp. You have placed in the record the additions and better- 
ments and equipment ordered in 1918. Have you placed in the record 
the additions and betterments and equipment for 1919? 

Mr. Shbrley. There is a table here, which we will be glad to put in 
ibe record, which purports to show the budget, exclusive of United 
Stat^ Railroad Administration equipment ordered; also the carry 
over, exclusive of such equipment, and the total estimated cost of 
ihe work to be done during the year 1919. That amounts, as I stated 
a while ago, to *584,466,022 exclusive of equipment ordered by the 
Railroad Administration, I will be glad to place in the record a table 
giving these amount by roads. 

Mr. Slemp. And the additional amounts ordered in 1919? 

Mr. Sherley. The first column shows the 1919 budget; the second 
column shows the carry over and the third column shows the total of 
the other two columns. TTiat is what you want! 

Mr. Slemp. Yes, sir. 



206 APPROPRIATION FOR CONTROL OF TRANSPORTATION STSI. 

(The table referred to is as follows:) 

Statement of estimated cost of work to he done during year 1919. 



Name of road. 



Alabama & Vicksburg Ry 

Alabama Great Southern R. R 

Ami Arbor R. R 

Arizona h astern R. R 

Atchison, Tqpeka & Santa Fe Ry 

Atlanta A West Point R. R 

Atlanta, Birmingham <b Atlantic Ry 

Atlantic & St. Lawrence R. R 

Atlantic City R. R 

Atlantic Coast Line R. R 

Baltimore, Chesapeake & Atlantic Ry 

Baltimore & Ohio R. R. (includes C. & C. Ry.) 

Bangor A Aroostook R. R 

Beaumont. Sour Lake 6i Western Ry 

Bessemer & Lake Rrie R. R 

Boston <fe Albany R. R 

Boston & Maine R- R 

Buffalo & Susquehanna R. R 

Buffalo, Rochester dc Pittsburgh Ry 

Carolina, Clinchfield A Ohio Ry 

Central of Georgia Ry 

Central New England Ry 

Central R. R. of New Jersey 

Central Vermont Ry 

Charleston & Western Carolina Ry 

Chesapeake & Ohio Ry 

Chicago & Alton R. R 

Chicago & Tastem Dlinois R. R 

ChlcacoA ErieR. R 

Chicago & Northwestern Ry 

Chicago, Burlington & Quincy R. R 

Chicaeo, Detroit & Canada Grand Trunk Junction R. R. . 

Chicago Great Western R. R 

Chicago, Inlianapolls & Louisville Ry 

Chicago, Milwaukee & St. Paul Ry 

Chicaeo, Peoria A St. Louis R. R 

Chicago, Rock Island A Pacific Ry. (includes C. R. I. A 
Ryj. 



G. 



Chicago, St. Paul, Minneapolis A Omaha Ry. . 

Chicago, Torre Haute A Southeastern Ry 

Cincinnati, Indianapolis A Western R. R 

Cincinnati, New Orleans A Texas Pacific Ry. . 

ancinnati Northern R. R 

Cleveland. Cincinnati, Chicago A St. Louis Ry. 

Colorado A Southern Ry 

Cumberland Valley R. R 

Delaware A Hudson R. R 

Delaware, Lackawanna A Western R. R 

l>onver A Rio Grande R. R 

Denver A Salt Lake R. R 

Detroit A Mackinac Rv 

Detroit A Toledo Shore T Ine R. R 

Detroit, Grand Haven A Milwaukee Ry 

Detroit, Toledo A Ironton R. R 

Duluth A Iron Range R. R 

Duluth, Missabe A Northern Ry 

Duluth, South Shore A Atlantic Ry 

Elgin, Joliet A Eastern Rv 

El Paso A Southwestern K. R 

ErieR. R 

Florida East Coast Ry 

Fort Worth A Denver City Ry 

Fort Worth A Rio Grande Ry , 

Galveston. Harrisburg A San Antonio Ry 

Georgia R. R 

Georgia Southern A Florida Ry 

Grand Rapids A Indiana Ry 

Grand Trunk Western Ry 

Great Northern Rv 

Gulf A Ship Island R. R 



Gulf, Colorado A Santa Fe Ry. 
Gulf, Mobile A Northern R. R. 
Hocking Valley Ry 



1919 budget 
(exclusive of 
U. S. R. R. 
equipment). 



S47, 110 

1,477,424 

42,234 

149,970 

8,323,255 

291,505 

1,211,162 

110,769 

160,642 

870, 106 

52,323 

6,789,213 

157,972 

11,920 

940,295 

2,403,879 

2,038,494 

36,231 

755,812 

536, 170 

1,167,888 

287, 137 

2,583,779 

96,635 

56,523 

2,303,841 

1,622,126 

1,611,458 

413,728 

6, 233, 164 

5,516,456 

3,960 

370,797 

3.39,499 

20,260,218 

1,764 

11,002,274 

658,697 

131,3.50 

58,260 

5,000,498 

97,770 

2,0?3.614 

882,382 

283,770 

1,201.322 

1,020,569 

1,395,362 



1918 cvrv 
over (exclu- 
sive of U. S. 
R. R. eouip- 
ment). 



38,925 
140.080 
826.631 
293.055 
458. 590 
145,312 
357.888 
443,442 

3, 061, 123 
197.370 
709,266 
131,450 
615, 1P9 
941, 80 
117,270 

1,072,348 
374.8 7 

5,832,660 

23.350 

465,950 

81.018 

402,200 



|2S2,210 

25,764 

38,300 

80,177 

15,418,16K 

115,870 

61,577 

167,507 

128,451 

2,033,S5O 



5,825,396 

100,931 

9,711 

902,964 

1,181,665 

4,399,976 

14,832 

305,172 

1,270,323 

1,509,777 

401,367 

2, 593, S62 

105, 3,^6 

87,165 

8,405,112 

1,356.090 

279, 12< 

434,084 

4,035,058 

5,830,5M 

86.465 

534.3KR 

316,954 

13,102,851 

19,615 

5,455..%0 
459.536 
30.431 
128,148 
213, 03S 
l.*a.73^ 
5,738,574 
483,090 
5(96.290 
622.34.^ 
l,113,2SO 
1,036. 4<0 
8,4hO 
Kin 
69.512 
I1K376 
346.ftl9 
156.951 
640. yn 
14.730 
319. 4ol 
369.301 
3,114.2r> 
252.229 
671.319 
18.531 
1.077, ,«iM 

191.569 
3.:S2 

178,613 
1,215.131 
3,2S6.S34 

13.S.»55 
1.508,109 
1.360,2P3 
2,993,411 
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SUdeTHerU o/ atiiMiUd eott of wort to bt dime dunnf ytar 1919— Omtiim^. 



ston, East 4 WastToiaaKy 

■national & Oreat Ntiihwii Ry 

i»ha4 Michiran Rt 

usrUy, Heilco i Orient R. R. <lncliid«s K. C. H. 

i8inVTa™ihVroRVVHncludMTVi'rrBV)'. '.".'.'.'.". 

■ Krie A Wsstera R. R 

(*4 Hudson Hfver Ry 

gb A Sew EHBlandK. R 

e!iVall»vR. R 

; Island R.B 

\ncelraiSali Lake R. R 

siana * Arkansas By 

svilla 4 Naahvlllfl hVr". '.'.'.'.*.".*.'.".'.".".'.'.*.*.'.'.'.".*." .*.'.'.', 

svUlc, Uendei3on& St. Louis Ry 

■eConlral R. R 

■land, Delaware A Virginia Ry 

Iljan Central R. R 

and Valley R. R 

ral RanKe B, R 

teapoils & bt- Louis R. R,.,......,...,...,.,. 

leapoUs, .St. FaulA Saalt Sla. Marie Ry 

leiolB 4 InlBraational Rt 

Hui ill N'orth Arkansas R, R 

HUi, Kansas ii Texas Ry 

Bui, Kansas A Texas Kv. or Texas 

Miri, Oklahoma drCuH R. B 

luri Pacific R.H 

Je&OUoR. R 

^pahpla Ry, ................. „,..^....,, ...... 

nn's Louisiana A Texas B. R. A S. 3. Co 

irllle. ChattanoocB & St. I Duls Ry 

Orleans 4 N'ortheaswrn R. R 

Orleans Great Korthem R. R 

Orleans, Texas & Mexico Ry ,-,.--,,.,.,,,. 

Vork Central B. B 

York, Chicago i St. Louis R. R 

York. New Haven A Hartford R. R 

York. Ontario A Western Ky 

York, Philadelphia * Norroflt R. H 

York, Susquehanna Si Western R. R 

rfk A Wesuin Ry 

Jlk Southern R. B 

hemPacifloRy 

hwcRlcm radrtcR. R 

on^hort Line R. R 

OD-Wasbinfnon R. R. A Navigatlim Co 

landlB A tianta Fe R» 

sy IvBBia Co.— Lines West 

aylvania R. H.— Lines East 

Marquette Ry 

«leiphia A Reading Ry 

bur^hA Lake Erie R.R 

burgh A Shawmut R. R 

burRh A West Virginia By 

Imrgh. Cinclnnall, Chicago A 81. L. R.R 

ReadlneR-R 

mond. Fredericksburg A FototnacR. R 

imlR. R 

iseph A Qrand Island Ry 

ouls. BrownsrllleAMeilcoHy 

ouls-Snn FrancLwo Ry 

ouLi. San Francisco A Texas Ry 

ouls Southwestern Ry 

rouis Southwestum Ry. of Texas 

Antonio A Aransas Pass. Ry 

oard Air Line By 

Hera I'aclflc Co 

heralty 

hem Ry. In Mississippi 

aoe. Portland A Seattle Ry 

in Island Rapid Transit Ry 

lessee Central R. H 



aso.aoo 
3.sae,.'>22 
1,000. 700 



]fl,l09 
3,139,487 
2S2,SC0 



IS. MS 
1,;S3,))31 
1,613,074 

xa,w» 



11,211,110 

iat,5«g 

1,246,134 

T,e2l|w3 



e, 614,426 

1871363 
6,679, SIS 
fiW,68» 
353, ceo 
144,024 
2,12S,448 

' 471819 

58,891 

36,684,610 

16l563>3 
250,327 

32Sl41S 
18, 146, 3fO 

531,770 



881,113 
13,803,2 3 
33, 763, 5. S 

10l313i li4 

4,010.60 

30,277 

23,344!8;« 

435,2.';0 
7SB,91S 
S90,«67 
516,980 
44,378 

3,986. 4< 6 
118,986 

1,788,733 
984, SCO 

3.742I775 

24^ 3371723 
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Statement of estimated cost of work to be done during year 1919 — Continued 



Name of road. 



Texas & New Orleans R. R 

Texas & Pacific Ry 

Toledo & Ohio Central Ry 

Toledo, Peoria & Western Ry 

Toledo, St. Louis & Western R. R... 

Trinity & Braxos VaUey Ry 

Ulster & Delaware R. R 

Union Pacific R. R 

Vicksburg, Shreveport & Pacific Ry. 

Virginian Ry 

Wabash Ry 

Washington Southern Ry 

Western Maryland Ry 

Wastem Pacific R. R 

Western Ry. of Alabama 

West Jersey & Seashore R. R 

Wheeling & Lake Erie Ry 

Wichita Falls & Northwestern Ry... 

Wichita Valley Ry 

Yazoo & Mississippi Valley R. R 



Grand total. 



1919 budget 
(exclusive of 
U. 8. R. R. 
equipment). 



1157, 175 

4,309,228 

607,234 



265,654 



9.017 

15,573,160 

41,800 

675, 183 

1,851,364 



2,116,472 
962,624 
288,032 
251.667 
202,000 



747,644 



267,237,011 



1918 carry 
over (exclu- 
sive of U.S. 
R. R. eaulp- 
ment). 



d'.- 



162,544 

2,25S,610 

247,406 

5,417 

60,031 

32,877 



11,775,224 

158,913 

3,206,606 

455,730 

62,574 

663,086 

1,789,303 

139,365 

526,783 

189,350 

10,439 

58,040 

975,611 



317,229,011 



1 



Advances and Loans Made to Railroads. 

The Chairman. Mr. Sherley, you loane(i something last y 
roads in the hands of receivers ? 

Mr. Sherley. Yes; we loaned something and made advair 
compensation to roads in th^ hands of receivers. 

The Chairman. In speaking of loans I am using the genenil 
used by Mr. Hines this morning and I think it is carried in thi- 
that has been handed to me under the head of ** Capital ex' 
tures which can not be taken care of out of surpluses. 

So, Mr. Sherley, there was no option on the part of the <i; 
general so far as making the loan was concemea, the whole r. 
grew out of the balances that could be applied out of the inr* 
the payment of betterments and additions? 

Mr. Sherley. With the exception, Mr. Chairman, of th»- 
made to the New Haven 

The Chairman Cinterposing). That is not included? 

Mr. Sherley. I understand it is not; nor is the loan it is pr- 
to make to the Boston & Maine. 

Speaking by and large the only discretion which existed i:. 
nection with these expenditures has been as to the need for 
expenditure itself, because manifestly it was the duty of the R.i 
Aaministration to operate the railroads so as to perform ther 
necessary functions m time of national need, and manifestly it 
duty now to continue the operation of the railroads so tho> 
perform their proper functions as carriers. 

The Chairman. The New York, New Haven & Hartford a: 
Boston & Maine, those items are not included in these tablt^ 
regard to capital expenditures made during the years ^0> 
1919 — that is, they are there as loans pure and sinaple? 

Mr. Sherley. They appear as loans, pure and simple. 
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^he Chairman. The total here for 1918 is $352,553,455. Has that 
n paid ? 

ir. Sherley. No. That is the amount, Mr. Chairman, which 
lains for the Government to carry after it has reimbursed itself by 

ding out of the standard return all that it can and 

^he Chairman. I understand that. 

Ir. Sherley. OflFsetting the amounts on open account due the 

ds. You mean, has that expenditure been made ? 

.^he Chairman. Yes, sir. 

fr. Sherley. Yes, sir. 

^he Chairman. And the money has been paid to the equipment 

ipanies ? 

fr. Sherley. Either paid to the equipment companies or has been 

i for performing actual work on roadways and structures. 

'he Chairman. How did you get the money to do that with ? 

fr. Sherley. We got the money out of the $500,000,000 that was 

jvolving fund and out of the moneys that came from the operation 

he railroads. The railroads yielded to the Government from oper- 

m $704,484,075. In other words, after we paid all operating costs 

got from the roads for performing the worK of moving passengers 

freight that amount of money. It was out of that fund and the 
0,000,000 that we have made this and other expenditures, 
'he Chairman. You do not mean to say that you have paid any 
t of the $352,553,455 out of the funds belonging to the railroad 
ipanies ; that is, due to them for the rental of the roads ? 
[r. Sherley. This is the situation with regard to all of our funds. 

had $500,000,000 and we th^n had whatever we received from 
ration. Now, we paid to the railroads certain sums in the way of 
ment on their standard return. We paid for the railroads certain 
is in regard to this equipment and we paid for the railroads certain 
IS of money in regard to additions and betterments. The result 
ill of that IS shown in this whole sheet. It requires, in order to 

the remaining amount due to the railroads and clean up gen- 
ly outstanding vouchers which we have for 1918 $441,802,438 
itional. 

he Chairman. The total amount of the capital expenditures made 
)ecember 31, 1918, as I understand, was $563,782,325? 
[r. Sherley. That is right. 

he Chairman. A part of that has been paid by using money that 
►nged to the railroads as a part of their standard return ? 
[r. Shelley. I do not take it that it belonged to the railroads in 

true sense. I do not take it that they have a lien under the iaw 
the income that arose from operations. The Government can 
ply under obligation to pay them a certain sum as the standard 
irn and it has the right to charge against them certain sums paid 
them as open account or otherwise. 

he Chairman. I was not questioning that, I was just asking the 
3tion whether or not a part of the expenditures to be paid for out 

he standard return to the roads 

[r. Sherley (interposing). It was paid for out of the earnings 
a the operation of the roads, but it was not paid, Mr. Chairman, 
of the standard return, because there is no sum that is set apart 
I sacred fund belonging to them. Under the act the revolving 

121157—19 14 
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fund of $500,000,000 plus the amount of money that mz: 
obtained from the operation of the railroads was made availaiti 
the payment of these additions and betterments and for tht- t 
ment to the railroads of the moneys due them for the use <f j 
property. Section 6 of the act covers that, and is as follows: \ 

Sec. 6. That the sum of $500,000,000 is herebv appropriated, out of any ir -t 
the Treasury not otherwise appropriated, which, to^etner with any fundi: y,\ 
from any operating income of said carriers, may be used by the President a.^ a * 
ing fund for the purpose of paying the expenses of the Federal control, and - i 
necessary the amount of just compensation, and to provide terminals, moti\» i 
cars, and other necessary equipment, such terminals, motive power, cars. an< j 
ment to be used and accounted for as the President may direct and ta be di> h 
as ConCTees may hereafter-by law provide. 

The President may also make or order any carrier to make any addition^ 
ments, or road extensions, and to provide terminals, motive power, care, a: i 
equipment necessary or desirable for war purposes or in the public intereM i 
connection with the property of any carrier. He may from said revul\;'_ 
advance to such carrier all or any part of the expense of such additions, betv- 
or road extensions, and to provide terminals, motive power, cars, and other l» 
equipment so ordered ana constructed by such carrier or by the Presid*.' 
advances to be charged against such carrier and to bear interest at such rat^^ i 
payable on such terms as may be determined by the President, to the end ' i 
United States may be fully reimbursed for any sums so advanced. 

Any loss claimed by any carrier by reason of any such additions, bettem i 
road extensions so ordered and constructed may be determined by agreement 
the President and such carrier; failing such agreement the amount of such '. - 
be ascertained as provided in section 3 hereof. 

From said revolving fund the President may expend such an amount a.- 
deem necessary or desirable for the utilization and operation of canab. • ' i 
purchase, construction, or utilization and operation of ooats, barges, tugs a* 
transportation facilities on the inland, canal, and coastwise waterways. aD<. 
the operation and use of such facilities create or employ such a^nciee a^ 
into such contracts and agreements as he shall deem in the public interest. 

Then, in section 12, it is provided: 

Sec. 12. That moneys and other property derived from the operation of tb- 
during Federal control are hereby declared to be the property of the Unit»^. ^ i 
Unless otherwise directed by the President, such moneys shall not be co\«' 
the Treasury, but such moneys and property shall remain in the custody o: ^ 
officers, and the accounting thereof shall be in the same manner and form x> 
Federal control. Disbursements therefrom shall, without further approprii* 
made in the same manner as before Federal control and for such purpoeee a^ ^r 
Interstate Commerce Commission classification of accounts in force on De<> : 
1917, are chargeable to operating expenses or to railway tax accruals and for ^'. 
purposes in connection with Federal control as the President may direct, ex- • 
taxes under titles 1 and 2 of the act entitled "An act to provide revenue * 
war expenses, and for other purposes," approved October 3, 1917, or %u 
addition thereto or in amendment thereof, shall be paid by the carrier • 
own funds. If Federal control begins or ends during the tax year for »' 
taxes so chargeable to railway tax accruals are assessed, the taxes for such yea' 
apportioned to the date of the beginning or ending of such Federal centred ^ 
bursements shall be made only for that portion of such taxes as is due for t • • 
such tax year which falls within the period of Federal control. 

At such periods as the President may direct, the books shall be clos»^^! 
balance of revenues over disbursements shall be covered into the TreaMi- 
United States to the credit of the revolving fund created by this act. If suci 
are insufficient to meet such disbursements, the deficit shall be paid out of s.ii - 
ing fund in such manner as the President may direct. 

Mr. Pabker. In order to clear up the doubt that exist-- 
chairman's mind, the chairman asks if a part of the $563,0l)o.- 
been paid from the standard return. We have said in our sta* 
that we expected the companies to finance a certain amount « 
additions and betterments from their standard return, so i. 
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stion I think he has in mind is when we shall have p.aid the com- 
ies for the jrear 1918 $441,000,000, will it not be the fact that 
will have paid $149,000,000 out of their standard return toward 
additions and betterments which in total was $563,000,000 ? 
[r. Sherley. There is not any doubt about that, 
he Chairman. Under the heading ''Estimates of capital expendi- 
s for the calendar year 1918,^' you have a total of $563,782,324. 
I propose that the (jovernment shall finance of that $352,553,455, 
you nave also stated in this statement that there was $61,414,076 
e taken care of in open account. If the balance is not to be paid 
of the standard return due the railroads, from what source will 
3 paid ? 

[r. Sherley. Well, it is to be, and if I gave any contrary impres- 
it was due to a misimderstanding of your inauiry. It is unques- 
ably true that the Railroad Administration navmg expended, in 
first instance, as represented by these tables, $563,782,324 in the 
of additions and betterments, including equipment, in the year 
3 repaid itself $211,288,869, and it repaid that amount by wiping 
a debt that it owes to the railroads on open account amounting to 
414,076, and also by reducing the amount of money that it owes- 
he standard return, which amount was $940,669,015, by the sum 
149,814,794. 

he Chairman. What I wanted to ask you was the safety of the 
iritv to the Government in this investment ? 
>. Sherley. You mean the $352,000,000 ? 

he Chairman. I mean the $352,000,000 which the Government 
have to carry ? 

>. Sherley. The answer to that is that as to a part it is as safe as 
investment could possibly be, and a small part of it could be and 
be repaid almost immediately. There are a number of railroads 
i are prepared to wipe out and settle with us for any additions 
betterments that they owe. 

he Chairman. To what extent could this $352,000,000 be taken 
» of in the near future by the railroad companies themselves ? 
T. Sherley. To a very limited extent in tne near future, 
he Chairman. Within this calendar year? 

T. Sherley. Mr. Chairman, it depends on how you choose to 
ly the financing which the railroads may do to repay the Govern- 
it. The estimate is predicated on the belief that tnis $352,000,000", 
»ther with the $253,000,000 in the 1919 program, will not be 
lid until practically the end of the year. Some of it I think we 
bt to get, some of it I am sure we can get, but, broadly speaking, 
san not afford to represent to Congress that we could get repay- 
it of any of that amount inside of the year. In point of fact, it is 
ig to depend, like the whole situation does, upon the general con- 
3n of credit that may exist in the financial world touching the 
'oads at large, and that in turn is going to depend upon the general 
iitions touching money, whether the Government itself makes 
kt demands for additional funds, and also on the condition imder 
2h the railroads are to operate in the future. Those are factors so 
artain that I do not think any man can prophesy as to how soon 
major part of this money can be repaia, but toward the end of 
year we ought to begin to get repayment of a considerable part 



*» 
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Mr. Chairman. Mr. Sherley, I call your attention to the fact tlia 
in this statement for the year 1918 it is proposed to finance the Ck 
cago & North Western for the purpose of equipment to the extent 
$14,162,518, and for the year 1919 it is also proposed to finance then 
to the extent of $11,289,138. Now, I am frank to say that if theChi 
cago & North Western Railway Co. can not finance its affairs withou 
Government support there is no industrial establishment in Amerin 
that can finance its affairs without Government support. I an 
amazed to find that an institution like that it is proposed for the tv< 
years shall be financed by the Government to the extent of S2*». 
000,000 out of taxation. 

Mr. Sherley. Mr. Chairman, I think your conclusion, wliii 
might very properly come from an examination of the table by its : 
does not quite represent the situation. It does not mean that a raii 
road like the Chicago & North Western, which can reimburse t^ 
Government, is going to be left free to pay us in the future when \ 
pleases. But it simply means that there will have been in the first in 
stance that amount of money expended for that particular road. Ir 
true, however, that even the roads of the best credit have not ahvav 
been in a position to pay back except by borrowing at rates \y\vM 
thev ought not to be expected to borrow at. Manifestly any raili«»s( 
with the very best credit can go out and borrow money at some priii 
but manifestly also it is not good governmental policy to ask a m 
road to borrow when the conditions for borrowing are such that i 
would have to borrow the money at a very much greater rate than i\ 
normal credit would require it to pay. In point of fact one of : J 
duties of the Railroad Administration is to refuse to lend its approve 
to loans made by railroads at rates of interest which would seem to \^ 
excessive. 

Mr. Byrnes. I notice in the list of capital expenditures to 1 
financed by the Government the Pennsylvania Lmes West, $2 J 
103,447. Is that for the same reason you have stated as to the (lu 
cago & North Western ? 

Mr. Sherley. The Pennsylvania Railroad will unquestional 
and in all human probability be prepared in the earr^ future » 

g resent a plan for financing its entire needs so as to reunburso tr 
rovernment for any advances it may have made. The difficui' 
with the situation is this, that a large part of these expenditures : 
1919, and, of course, those for 1918, have to be met by us now i 
advance of being repaid by the various railroads, so that while ^ 
will get the money oack, we will, in the first instance, have to pj 
it out, and in order to put it out we have to have the cash On hand. 

The Chairman. Why put it out in the first instance if they can l* 
it from the banks and eliminate getting it from the Government ( 

Mr. Sherley. Because they could not have gotten the money a 
the time the expenditure was made, except by borrowing at rate- 
interest and under conditions so unfavorable as not to have ^» 
justified either from the standpoint of the railroad or of the Govcr- 
ment. 

The Chairman. I am not so sure of that, if the Government I 
relaxed and permitted them to borrow. From the rate at wl 
commercial paner was sold during the last year and the ease v^ 
which it was floated would indicate that they could have finan< i 
their requirements. 



t\ 
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Mr. Shbrlet. Mr. Chairman, I think you will realize that there is 
a good deal of difference between the aoility to make a loan for a 
short period of time at a low interest rate and the ability to make a 
loan over a long period of time at the same rate of interest. The rail- 
roads have not oeen able with the Government in the market to 
finance at reasonable prices in the immediate past. I am very 
strongly of the hope that in the near future they will be able to go into 
the market and float very large amounts of securities so as to reim- 
burse the Government; but, again, I must say that, in my judgment, 
that is dependent upon gener^ financial conditions and the credit of 
the raiboads, which latter is, in a measure, dependent upon what 
Congress may do in connection with the railroads. 

The Chairman. Passing over 1918, if the war conditions pre- 
vented the flotation of loans, and taking 1919 when conditions are 
Suite normal in regard to loans, I observe that one of the roads to be 
nanced by the Government is the Atchison, Topeka & Santa Fe to 
the extent of $19,569,933, and here is also the Baltimore & Ohio. 

Mr. Sherley. The Atchison, Topeka & Santa Fe will be prepared 
to hquidate its entire indebtedness to the Government very shortly. 
The ability of the Baltimore & Ohio to finance on reasonable terms 
will be like that of most of the roads, dependent upon general con- 
ditions, and at this particular time I thmk the Baltimore & Ohio 
Eeople would feel hke it was distinctly unfair to them if they had 
een forced to go out into the market and borrow in order to take 
care of these expenditures under conditions such as have existed up 
to the present time. 

The Chairman. What rate of interest do they pay the adminis- 
tration ? 

Mr. Sherley. They pay the administration on most of these 
items 6 per cent. 

, The Chairman. Do vou mean to say a road like the North Western 
or the Atchison, Topeka & Santa Fe can not go right to the banks 
to-day and borrow mone}^ at 6 per cent? 

Mr. Sherley. It depends on how much money they wanted to 
' borrow and for what length of time. 

The Chairman. I mean for a reasonable length of time, and I 
take it the Government is not going into this matter of lending 
money for an unreasonable length of time. 

Mr. Sherley. What I meant by that was that a railroad might 
be able to go out and borrow several hundred thousand dollars or a 
miUion dollars with collateral for a hmited length of time at a low 
rate of interest. That same railroad if it undertook to borrow over 
a long period of time and without collateral other than that in the 
form of a mortgage upon its property would not be able to get the 
money at such a rate of interest. It would have to pay very much 
more in the way of an interest rate. 

The Chairman. What did you state was the amount that would 
be required this year ? 

Mr. Sherley. $253,435,760 is the amount it was expected the 
Government would have to carry of the 1919 expenditures without 
l^eing immediately reimbursed. 

Mr. Slemp. Mr. Sherley, I would like to ask you this question: 
The operating return for 1918 was what amount? 
Mr. Sherley. $704,484,075. 
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Mr. Slbmp. The Government had in its revolving fund $500,000,00' 
SO that you have had during the year 1918, $1,204,000,000? 

Mr. Sherlet. Yes, sir. 

Mr. Slemp. And as against that you owe the railroads the standard 
return of $940,000,000. Now, then, you have taken from thatj 
standard return in round numbers $150,000,000, so that you wouli 
really have $1,050,000,000 out of which you have got to pay thfi 
standard return and this equipment; and you do not deduct mor? 
from the standard return because you leave a balance in there foi 
them to pay their dividends, taxes, and so on. Now, that part I 
want developed. 

Method of Withholding Payments from Standard Returns. 

Mr. Sherley. The situation in regard to what we can withhold 'li 
the standard return is this: The theory that underlay the President j 
proclamation at the time he took the railroads over and that underla) 
the congressional act was that we should guarantee to the railroads i 
sufficient return to insure them having funds to meet their fixe< 
charges, and in those cases of railroads whose earnings during tbf 
test period had warranted the payment of a regular dividend, a sud 
sufficient to pay that regular dividend — and, of course, incidental, i 
the necessary expenses of the road other than their fixed charg^i 
their organization expenses, taxes, etc. — and the result of that -i 
that what vou can withhold of the standard return in each instance li 
determined in this way: You add to the standard return such oii.j 
income as a particular road inay have 

Mr. Byrnes (interposing). Wnat is that other income? 

Mr. Sherley. It varies very greatly according to railroads. S*. 
railroads, for instance, have stocks and bonds of corporations ti 
pay divideilds and they get an income from that; they nave buildic: 
that they get rent from; thejr have receipts that they receive fn: 
other railroads for the use of joint facilities and things of that sa - 
so that it varies with each individual road. 

Mr. Byrnes. And you add that to your standard return ? 

Mr. Sherley. You add that to your standard return, which soft- 
to give the gross amount of income that the railroad has. From il. 
you take the amount of the fixed charges and in the case of railr(»:. 
that have paid dividends through the test period the amount of • 
dividend, tne corporate expense and the taxes and the balance rep''- 
sents the amount of money which you could withhold from the st.. 
dard return; and a very careful calculation has been made of e* 
of the roads in order to determine what that amount was, and ^r 
it is necessarily an approximation, it is believed that it pretty a** 
rately represents the facts, and we state as that amoimt $149,814,7 
I might add that we obtain from the railroads the information a^ ' 
other income than the standard return, and as to their corpt^r.- 
expenses, taxes, etc., so as to get accurate information on which f. 
estimate has been made. 

Mr. Byrnes. That other income comes into your hands but re«. 
does not belong to the Government ? 

Mr. Sherley. No; the other income never comes into our hand-" 
all. We have nothing to do with it, and we have no control ovf 
except that we have the right to reauire that that other income ---' 
&cst DC applied to meet these fixed cnarges of taxes and expenses. 
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Therefore, ascertaining from the railroads what it amounts to, we add 
it to the standard return in order to determine the amount of avail- 
sWe income the raih-oads have to have in order to pay their fixed 
rhaiges and other expenses. 

Reduction of Estimates. 

The Chairuan. Mr, Sherley, to the extent then to which the com- 
mittee would feel that these roads that are perfectly solvent and 
among our strong financial institutions can finance their own capital 
expenditures, just to that extent, your estimate could be reduced. 

Mr. Sheblet. I think not, Mr. Chairman, for this reason: It 
seems to me your question implies that what can be done in the 
future can be done now, and that therefore should be done now, and 
that we do not need all of this money. Now, I do not think we need 
it in the sense that it represents something that is not going to come 
back, but we need it pending the financing by the railroads, and it is 
UDsafe for anybody to predicate an estimate upon thair financing be- 
yond the extent we have here indicated in the immediate future. 

The Chairuan. This item here aggregates $605,989,215, I believe 
vou stated ? 

Mr. Sherley. Yes; in additions and betterments. 

The Chairman. What do you need the balance of $776,000,000 
fori 

CONTBOVEESY OVEE ADVANCES FOE MATERIALS AND SUPPLIES. 
, Mr. Sherley. That was made ud first bv XI 00.000.000. which rfin- 
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Mr. Sherley. Do you mean material and supplies ? 

The Chairman. Yes. i 

Mr. Sherley. Practically none. The materials and supplies, when 
taken over, are scheduled by the Interstate Commerce Commissii'L 
and their schedule is accepted as final by both parties. 

The Chairman. In saying that it is amply secured, vou think that 
there will be no loss resulting from these particular advances ? 

Loan to New York, New Haven & Hartford Railroad Co.- 

Boston & Maine Railroad. 

Mr. Sherley. I think not. Now, that accoimts for $100,000,0<' 
and brings the $605,989,215 up to $705,989,215. To that must bti 
added $48,483,959 which represents the loan to the New York, Nf^ 
Haven & Hartford Railroad and other railroads; and $20.000,1)' I 
for financing the Boston & Maine reorganization. Now, all of thosi 
figures added together give you a total of $774,000,000 plus — a litt.i 
imder $775,000,000. 

The Chairman. The loan has already been made to the New York, 
New Haven & Hartford Railroad ? 

Mr. Sherley. Yes. 

The Chairman. That was made last year ? 

Mr. Sherley. Yes ; that was made last year. , 

The Chairman. Do you know anything about the character' 
the securities that were taken for that loan ? 

Mr. Sherley. Do you mean to ask what securities were taken f 

The Chairman. Yes. 

Mr. Sherley. I can furnish a list of such securities. They wt- 
put in the hearing that was had this spring, and we wiU be glad ' 
insert them here. 

(A list of the collateral referred to follows:) 

List of collateral deposited to secure loan of f4S,964,000 to New York, Ntto Hat'" 

Hartford Railroad Co. 

I. The following bonds of the following several corporations: 

(n) Central New England Ry. Co., first-mortgage 4 per cent 50-year 
gold bonds, due Jan. 1, 1961, principal and interest guaranteed bv 
the New York, New Haven & Hartford R. R. Co.* *. .«1, V^'. " 

(b) New York & Stamford Ry. Co., first and refunding; 50-vear gold ' 
bonds, due 1958 ....' r,> I 

(c) The New England Steamship Co. , 5 per cent first-mortgage bonds ' 
due 1934 4, K^' I 

II. The following debentures and notes of the following several corpora- 
tions: 

{a) The Harlem River & Port Chester R. R. Co.. 5 per cent prior 
lien gold debenture bonds, dated May 1, 1915 13, Ot^ • | 

(6) The Connecticut Co., equitable lien 5 per cent gold debentures 
dated Aug. 1, 1916 1,(M"'. ' 

(c) The New England Investment & Security Co., 3, 4, and 5 per I 

cent refunding gold notes, due 1924 ' 13, T(J'> • 

III. The following shares of stock of the following several corporations: 

(a) 98.132 shares Old Colony Railroad Co., a corporation of the 

Commonwealth of Massachusetts 9, J^l - 

(h) 5,246 shares Boston & Providence R. R. Corporation, a corpora- I 

^ tion of the Commonwealth of Massachusetts •'>-^ * 

(c) 9,561 shares Pro\'idence & Worcester R. R. Co., a corporation 
of the Commonwealth of Massachusetts and the State oi Rhode 
Island 9^"' 
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(d) 971 shares Norwich & Worcester R. R. Co., a corporation of the 
Commonwealth of Massachusetts and the State of Connecticut, 
preferred stock $97, 100 

(e) 4,867 shares Providence, Warren & Bristol R. R. Co., a corpora- 
tion of the State of Rhode Island, common stock 486, 700 

(f) 291,600 shares New York, Ontario & Western Ry. Co., a corpora- 
tion of the State of New York, common stock 29, 160, 000 

(^7) 22 shares New York, Ontario & Western Ry. Co., a corporation 
of the State of New York, preferred stock . /. ;^ 2, 200 

(h) 17,4S2 shares Hartford <fe Connecticut Western R. R. Co., a cor- 
poration of the State of Connecticut, common stock 1, 748, 200 

(i) 23,520 shares Rutland R. R. Co., a corporation of the State of 
Vermont, preferred stock 2, 352, 000 

<j) 57,370 shares Central New England Railway Co., a corporation 
of the State of New York, preferred stock. . . .' 3, 737, 000 

(k) 47,950 shares Central New England Ry. Co., a corporation of the 
State of New York, common stock 4, 795, 000 

(/) 20,000 shares Hartford & New York Transportation Co., a cor- 
poration of the State of Connecticut 2, 000, 000 

(m) 5,000 shares New York & Stamford Ry. Co., a corporation of the 
Stat« of New York 500, 000 

(n) 53,981 shares Berkshire Street Ry. Co., a corporation of the 
Commonwealth of Massachusetts 5, 398, 100 

(o) 6,500 shares The Vermont Co., a corporation of the State of 
Vermont 650, 000 

(p) 1,417 shares New Bedford, Marthas Vineyard & Nantucket 
Steamboat Co., a corporation of the Commonwealth of Massachu- 
setts 141,700 

(q) 30,000 shares The New England Steamship Co., a corporation of 
the State of Connecticut (preferred stock) 3, 000, 000 

(r) 28,124 shares The New England Steamship Co., a corporation of 
the State of Connecticut (common stock) 2, 812, 400 

(s) 18,750 shares Eastern Steamship Lines (Inc.), a corporation of 

the State of Maine (preferred stock) 1, 875, 000 

/, The certificates representing the entire beneficial interest in the fol- 
lowing bonds and the following shares of stock of the following 
corporations (legal title to said bonds and shares of stock being 
vested in court trustees) : 

(a) Providence & Danileson Ry. Co., 5 per cent first and refunding 
mortgao:e gold bonds, due May 1, 1931 600,000 

(6) Sea View R. R. Co., first mortgage 5 per cent gold bonds, due 
July 1, 1948 600,000 

(c) 400,000 shares The Connecticut Co., a corporation of the State of 
Connecticut 40,000,000 

(rf) 1,015 shares Connecticut River R. R. Co., a corporation of the 
Commonwealth of Massachusetts 101, 500 

{e) 2,469 shares Concord & Montreal R. R., a corporation of the 
State of New Hampshire 246, 900 

(/) 1,464 shares Connecticut & Passumpsic Rivers Railroad Co., a 

corporation of the State of Vermont (preferred stock) 146, 400 

ig) 922 shares Northern R. R., a corporation of the State of New 
Hampshire 92,200 

(h) 244,939 shares Boston R. R. Holding Co., a corporation of the 
Commonwealth of Massachusetts (preferred stock) 24, 493, 900 

(i) 31,065 shares Boston R. R. Holding Co., a corporation of the 

Commonwealth of Massachusetts (common stock) 3, 106, 500 

{j) 63 shares Manchester & Lawrence R. R., a corporation of the 

State of New Hamj^shire 6, 300 

(k) 246 shares Hereford Ry. Co., a corporation of the Dominion of 
Canada 24,600 

{I) 184 shares Vermont & Massachusetts R. R. Co., a corporation of 
the Commonwealth of Massachusetts 18, 400 

{m) 193 shares Lowell & Andover R. R. Co., a corporation of the 

Conunonwealth of Massachusetts 19, 300 

(n) 412 shares Boston & Lowell R. R. Corporation, a corporation of 
the Commonwealth of Massachusetts 41, 200 
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(o) 710 shares Pemigewassett Valley R. B., a corporation of the 
State of New Hampshire $71, (^»» 

(p) 73 shares Upper Coos R. R., a corporation of the State of New 
Hampshire 7, :^»' 

(q) 19 shares Concord & Portsmouth R. R., a corporation of the 
State of New Hampshire 1, ^>' 

(r) 96 shares Peterborough R. R., a corporation of the State of New 
Hampshire 8, w- 

(0 84 shares Nashua A Lowell R. R. Corporation, a corporation of 
the Commonwealth of Massachusetts and of the State of New 
Hampshire 8, 4^» 

(u) 354 shares Massawippi Valley Ry. Co., a corporation of the Do- 
minion of Canada 35, +• 

(v) 96,855 shares the Rhode Island Co., a corporation of the State of 
Rhode Island 9, 685, >• 

(w) 9,132 shares Providence & Danielson Ry. Co., a corporation of 
the State of Rhode Island 913, i^* 

(x) 7,000 shares Sea View R. R. Co., a corporation of the State of 
Rhode Island 700, !■• 

The Chairman. What information have you as to the value of tht 
securities taken ? 

Mr. Sherley. It just so happens that when we adjourned to-dll^ 
I. met Mr. Buckland, of the New York, New Haven & Hartford Rail- 
road, and talked to him informally about these securities. I hav- 
this general belief that the securities are of greater value than th- 
loan that they secure, but it is certainly his belief, and I think it i^ 
the belief of the officials of that road cenerallv, that an attempt t- 
now liquidate those securities into cash by sale would mean to m 
them at a considerable sacrifice. Certainly, the road would be vor 
reluctant to be forced on the market to-day with all of those securities 

The Chairman. How long was this loan made to run ? 

Mr. Sherley. Two years. 

The Chairman. At 6 per cent interest? 

Mr. Sherley. Yes. 

The Chairman. Has the railroad sold any of those securities • - 
paid any part of the loan ? 

Mr. Sherley. No; no part of the securities has been sold. an<l ' 
take it that the road would consider that we were morally obligat*- 
if not legally so, to hold those securities until the maturity of t 
loan, which will not be until next year. 

The Chairman. In looking over the list and noticing the charact ■ 
of the securities held by this road, many of which have no relation ' 
the railroad, it would seem to me that good business judgment wo;, 
indicate that the company should commence rignt away to - 
these securities in order to pay this loan when it matures. 

Mr. Sherley. I have not examined the securities with that 
view, but I have no doubt that if there be particular securities f ■ 
the sale of which market conditions indicate this as a favorat' 
time, the railroad company would be very glad to bring about t: 
sale. You will bear in mind. Mr. Chairman, that the market L. 
been undergoing auite a rapia change very recently, and conditi* • 
are better than tney were a few weeks ago. A good many pe<': 
think they will be much better a few weeks hence, and the Kailn : 
Administration has not sought to force a liquidation of these seou- 
ties up to this time ; but, of course, it has in mind that it will seek 
reimburse itself as far as it properly can on account of this -loan. 



APPROPRIATION FOR CONTROL OF TRANSPORTATION SYSTEMS. 219 

The Chairman. Then, in order for the Government to get its 
noney out of this loan, it will be necessary for the market to materially 
ncrease for some of these securities ? 

Mr. Sherlby. I would not say that, but I will say this : That the 
}oTemment having made the loan for two years, with certain 
lecurity put up as collateral, it would hardly be good faith to insist 
ipon a sale of such collateral for the payment of that loan prior to 
ts maturity. 

The Chairman. I quite agree with you, but I was trying to ascer- 
ain what the probable loss was, unless the stock-market price should 
aaterially increase. 

Mr. Sherley. I should not think there will be any loss. I should 
hink that, in all probability — ^but speaking with verjr loose knowl- 
dp, because I have not examined it with that in mind — I should 
hink that, in all probability, the securities here pledged will easily 
ealize cash in an amount sufficient to pay the loan. It is quite 
H>ssible, and I presume that is what the New Haven hopes to do, 
o make some provision for the permanent financing of its require- 
aents, and to make such a sale of long-term bonds as will yield 
efficient money to repay what it owes the Government witnout 
»eing obliged to sell at least some of this collateral, which represents 
>wnership in properties that it would be very reluctant to give up, 
ind whicn constitute a part of its system. 

The Chairman. Have you made the loan to the Boston & Maine? 

Mr. Sherley. We have not; but we are committed to it. 

Mr. Chairman. It would be illuminating, perhaps, to call 
ittention to this fact, that the amount of capital expenditures 
hat we are planning to carry for 1919 is $253,000,000, and that 
lappens to be practically what the equipment which has already 
>een ordered and which we are obligatea to pay for amounts to. 
'he equipment amounts to $245,000,000, and tne amount which we 
tate we will have to carry is $253,000,000, making a difference of 
^,000, 000, practically; so that, except as to the $8,000,000, we are 
xpecting the railroad companies to finance all of their additions and 
•etterments for 1919 other than the equipment ordered by the 
tailroad Administration. 

''iNAXCING OF THE RaILROADS SiNCE THE ADJOURNMENT OF THE 

Sixty-fifth Congress. 

The Chairman. Mr. Sherley, how has the Railroad Administration 
iiianced its activities since the adjournment of Congress? 

Mr. Sherley. Mr. Chairman, if I may be permitted, perhaps I 
hould say that my personal connection with the Railroad Adminis- 
ration started on the 15th of April, so that as to anything that I 
(peak of prior to that date I speak from knowledge that I have 
icquired from others rather than from having participated in the 
lappenings themselves; but I have had prepared for me a memoran- 
ium from which I think I can give to the committee a statement 
touching the method that was pursued by the Railroad Administra- 
ion from the beginning of the year up to the present time to tide 
tself over, notwithstanding a very marked shortage in actual funds, 
Mid I speak of January 1, because even at that period of time the 
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Railway Administration was short of the moneys that it needed to 
economically and properly take care of its business. 

On the 1st of January of this year there was in the Treasury herf 
$78,188,531 of money. According to the auditor's statement, af 
shown by the cash account that you have looked at several times, 
there was more money than that in the Treasury here, but that was 
due to the fact that there were a lot of outstandmg checks which th^ 
Treasurer immediately charged off against his accounts but whioL 
the auditor had not placed upon his books, so that there was an 
apparent difference of $6,409,115 between the two. 

Now, it was because of this small amount of money in the revolviiir 
fimd that it was necessary prior to obtaining money from Congrf>' 
to take steps to get hold of additional money, and as far as possibh 
that was obtained, first, by calling on the various Federal t^easu^e^ 
out in the field to turn over any additional cash that they migh* 
have over and beyond what they needed to cany on the regular 
day-to-day business. Some railroads were earning more money 
than they were needing, and so by paying it into the central reservoir 
it could be used for other roads that were earning less, and, acconi- 
ingly, we did call upon the Federal treasurers for a considerable 
amount of money, and we obtained from those Federal treasurer 
in January not quite $14,000,000. We then called on various railroti . 
corporations that we had loaned money to to repay the loans, and i: 
January there were loans repaid by some of those corporatioi- 
amounting to $57,000,000 in round figures of principal and $393,()« 
of interest which came back to us. Then there were some mone}- 
received from the American Railway Express Co. 

The total of these made for that month $81,000,000 that we pu 
into our central treasury, and in February we put in from vari 
sources — and I will file an Exhibit D which will give the detail? 
this — $31,000,000, but during January and February we paid out w 
large simis of money in the way of compensation to the carriers iv 
also loans to different carriers, so that we paid out in January and 
February in the way of compensation and loans to carriers S(»: 
$89,929,000, and we advanced to Federal treasurers who nee<i- 
money in order to enable them to take care of their vouchers and th* 
obligations some $36,000,000 and we paid for locomotives and c:r- 
that we owed for $48,000,000. The result was that we ran down ".* 
central balance here in Waathington from the $78,000,000 that we li:. 
had at the beginning of the year to $14,795,894 at the end of Febru- 
ary; and at that time it was estimated that the Federal treasurers li: 
on hand and outstanding vouchers and pay-roll checks aggregati: , 
approximately $258,000,000 and they had cash on hand to pay th« : 
with amounting to onlv $129,500,000, so that if an appropriation L;. 
been obtained at the close of the last Congress, on tne 4th of Man 
there would have had to have been immediately paid out to t: 
Federal treasurers in order for them, in turn, to meet their bills a'. 
to give them a proper working fund, something like $300,000,00*). 

In point of fact, that appropriation was not obtained, and the ro> 
was that beginning with March we were in the situation where v 
had not quite $15,000,000 in the central treasury here, and we 1. 
with the Federal treasurers of the various roads $129,500,000 and • 
owed $258,000,000 there as well as having vouchers here which • 
could not pay. 



> ■ 
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Now, this situation required some rather drastic effort being made 
to enable the Railroad Administration to go along. 

One of the first methods that was adopted and which the director 
general has already spoken of was to get the War Department to pay- 
to the Railroad Administration $100,000,000 on account of services 
Eerformed by the Railroad Administration for the War Department 
ut which had not all been vouchered. Everybody except the Govern- 
ment practically pays as the work is performed. The result of this 
policy of the Government was that considerable work had been 
done which had not been paid for because the vouchers had not come 
and been checked in due course, but it was perfectly apparent that 
there was at least $100,000,000 worth of indebtedness of the War 
Department to the Railroad Administration, and in order to relieve 
the Railroad Administration of the embarrassing situation which 
confronted it, without waiting for the vouchers to come, the War 
Department paid on account, and then, as the vouchers come in and 
ire checked and audited in the proper course it takes credit on 
iccount of the $100,000,000 thus advanced. The same thing was 
lone in connection with the Navy Department. We were doing a 
considerable amount of work for them in the matter of the movement 
)f men and freie:ht and they advanced $10,000,000. That made 
(110,000,000. We then borrowed from the War Finance Corpora- 
ion $50,000,000, pledging with them certain collateral whicn we 
lad, the largest amount of that collateral being the note, with col- 
ateral that went with it, of the New York, New Haven '& Hartford 
iailroad Co. for forty-three odd million dollars. In that way we 
ecured $50,000,000, which made a total of $160,000,000 added to the 
»14,500,000 that we had still in the central treasury. The Pennsyl- 
■^ania Railroad Co. also came to the relief of the Railroad Administra- 
ion by paying into the Federal treasuries of their lines $22,000,000 
^hich the Federal treasuries used to take care of pressing vouchers. 

The Chairman. What do you mean by '* Federal treasury"? 

Mr. Sherley. The Federal treasuries are the treasuries of the Rail- 
oad Administration in the field for the various roads. For instance, 
he Pennsvlvania Railroad as operated by us has a Federal treasurer, 
he L. & N. will have a Federal treasurer, and the Atlantic Coast Line 
as a Federal treasurer. These Federal treasurers are appointed for 
ach big road or for a combination of small roads and through them 
re received the moneys from the actual physical operations of the 
fiiilroads and through them are paid out moneys for wages, for 
uiterials, for supplies, and so fortti. 

Some of the railroads have been earning enough to have additional 
loneys over what they needed to pav out. As 1 stated to you a few 
loments ago, we gathered from these treasuries in the field any 
irplus they had over their needs, and we paid it out to some of our 
•easurers for roads that were short. For instance, there have been 

number of roads in the past that had large surpluses while other 
)ad8 were showing marked deficits. If we did not undertake to 
ool this money the result would be that there would be idle money 
n the part of some railroads operated by us in the hands of these 
ederal treasurers and a very great shorta^^e of money on the part of 
ther railroads. So we simply pooled it here and then distributed 

as best we could to the various roads, having to skimp all of them 
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Now, the Pennsylvania Railroad, anxious that the credit of its 
own railroad should not be embarrassed and realizing that the public 
frequently did not differentiate between a bill owed oy the railroads 
of tne Pennsylvania lines being operated by us and by the Pennsyl- 
vania Railroad, and, perhaps, desirous of helping the Railroad 
Administration generally, advanced $22,000,000 to the Federal 
treasurers of those hues which in turn was used to pay vouchers 
owed by the Federal treasurers on the Pennsylvania lines and in that 
way relief was had. They also permitted us to credit upon money 
due them for compensation for the standard return something like 
$15,796,000, charg:mg it against additions and betterments that had 
been niade for their oenefit, so that no cash was required. In other 
words, instead of our paying them on account of the standard return. 
$15,796,000, and then having them pay it back to us as a credit on 
additions and betterment work that we had done for them, we 
simply did not pay them that amount of money, but credited them 
with that amount on the additions and betterments, and it simply 
saved the need of a cash transaction to that extent. 

This, however, did not give us anything like enough money to 
enable us to take care of the demands that were bein^ made by the 
various railroad companies for payment on compensation to them in 
order that they might in turn pay their corporate expenses, their 
fixed charges, their taxes, and in certain instances their dividends. 
So conferences were had with them and it was agreed that as the 
Railroad Administration was unable to pay them on account of 
compensation due in cash, it would pay them to the extent that they 
needed the money and only to the extent that they needed the money, 
in the form of certificates of indebtedness, that these certificates of 
indebtedness should not have anv maturity, but would be obli£;ations 
of the director general that should not be subject to set-off andwhich 
should bear 5 per cent interest, and that as to such obligations 
they would present a medium whereby the railroads could borrow 
money to take care of their financial needs that we could not take 
care of for them by paying cash. 

The Chairman. You talk about the payment of taxes, the Railroad 
Administration pays taxes, does it not, on the railroad properties 
that are under Feaeral control ? 

Mr. Sherlet. There are certain tax obligations that the corpora- 
tions themselves have to meet, the war tax and certain taxes that they 
have to pay on property other than the property which we have 
taken over, and tney would appear as items of expense. 

We abo had conferences witn the bankers looking to have the banlws 
and the War Finance Corporation come to the hSp of the railroads 
bv loaning them money, these certificates being used as collateral. 
Under that plan there was paid out to the railroads in March $47 »- 
842,500 worth of such certificates, in April, $79,517,300 worth, and 
in May $57,831,500 worth, or a grand total of $185,191,300 worth of 
certificates of the Railroad Administration. In most instances what 
happened was this: The railroad corporations took the certificates 
that we gave them and they went either to their own banks or they 
went to the War Finance Corporation and borrowed money on their 
own notes with the certificates as collateral, the banks and War 
Finance Corporation loaning, as a rule, 80 per cent of the face of the 
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certificates. In other words, if a railroad had $100,000 worth of 
certificates it could give its note for $80,000, put up the $100,000 
worth of certificates as collateral and borrow $80,000, on which was 
charged interest usually at 6 per cent. 

As explained by the director general, the Railroad Administration 
agreed that inasmuch as it was unable to pay cash and had to pay in 
certificates, and inasmuch as the railroad companies in order to get 
the cash might have to borrow at 6 per cent interest; that although 
the certificates themselves bore on their face but 5 per cent interest, 
the Railroad Administration would reimburse the railroads to the 
extent of any difference, not exceeding 1 per cent. That is, up to 6 
per cent. If they could borrow at less than 6 per cent, of course, it 
only reimbursed them for the actual difference they had to pay. 
That policy was determined on in the beginning, prior to my connec- 
tion with the Railroad Administration, and has been continued up 
to the present time. In each instance, however, we have made com- 
mitments for only the immediate future and without regard to the 
more distant future.. 

As soon as moneys are obtained, of course, it will be the purpose 
of the Railroad Administration to immediately call in these certifi- 
cates and pay them and stop any interest that might be running by 
virtue of tnis method. 

I shall file as a part of this statement a letter that was written on 
March 25 by Mr. Mines to Mr. Howard Elliott, chairman of the com- 
mittee of railway executives, dealing with this subject of interest, a 
similar letter to the same gentleman from Mr. Hines of April 14, and 
a letter by myself to Mr. Thom, general counsel of thS standing com- 
mittee of the Railway Executives' Association, dated May 16, aealing 
with the same matter. These three letters simply set out the agree- 
ment of the Railroad Administration to reimburse the railroads in 
connection with this interest in an amount not exceeding 1 per cent 
over the 5 per cent that the certificates bear. 

I will also put mto the record, if the committee desires it, a copy of 
the certificate of indebtedness that was issued, and from it you will 
see that it is simply a certificate of indebtedness without a maturity 
date, acknowledging indebtedness in a given amount, which is free 
from set-off, and which bears on its face 5 per cent interest, and which 
the Director General is obligated to pay wnen he shall have funds and 
he able to nay. 

It wias also necessary to not only take care of the indebtedness to 
railroad companies, by virtue of certificates in place of cash, but it 
was necessary to take care of the obligations of the Railroad Admin- 
istration to the manufacturers of the equipment, which was being 
finished and delivered, and for which payments were due. 

We were obligated to pay at the time the last Congress adjourned 
approximately $234,856,000 for equipment which had been ordered 
back in 1918, and of which we have spoken a number of times. There 
was approximately $50,000,000 due then. There were vouchers for 
this amount in the office of the auditor and the Treasurer, and the 
equipment companies were pressing for payment. Conferences were 
held with the representatives of the equipment companies with 
respect to this situation, and as a result the Director General agreed 
to issue certificates of indebtedness in the form that is shown on the 
exhibit which I will submit marked *' Exhibit E," and which differs 
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slightly from the certificates of indebtedness issued to the railroad 
companies, but it is in substance the same. As a result of such con- 
ferences it was arranged that they should take those certificates, and 
there was issued in April $17,625, 433.71 worth of such certificates to 
the equipment companies, and there was issued in May $31,492,712.65 
worth of such certincates, or a total of $49,118,146.36 worth. There 
was also issued in payment for equipment for the inland waterways in 
May certificates to the amoimt of $314,858.30. Now, in the mean- 
while, we were going along calling from the Federal Treasuries as 
much money as we could possibly get into the Central Treasury, and, 
in turn, paying it out from the Central Treasury to the various Federal 
Treasuries that were short handed, and postponing the payment of 
vouchers that were due and which ought to be paid, but taldng care of 
the pay rolls and the most pressing vouchers from time to time from 
the various railroad treasuries in the field. 

The result of this was that we called into the Central Treasury from 
all sources, as shown in '^Exhibit D,'' from the 1st of January "to the 
end of May $355,224,741.79, and we paid out in cash $349,997,350.53, 
so that, in point of fact, at the end of May we had managed, by skimping 
and not paying bills except as we had to, to really improve a little bit 
our balance up here in the Federal Treasury, and we have got in the 
Federal Treasury now figures slightly in excess of the amount that 
was on hand on the 1st of January; but we had vouchers here 
in the Treasurer's office in Washington on May 31 aggregating 
$46,714,209.19, covering amounts due equipment companies. Out in 
the field, on May 21, which is the latest date for whicn I was able to 
obtain accurate information, there were vouchers and pay-roll check> 
on hand and outstanding aggregating $174,534,217, and those Federal 
Treasuries had as cash on hand $156,673,403. In other words, if the 
Federal Treasuries were to undertake to pay as of May 21 all that 
they owed in the form of vouchered claims, they would have been 
short about $18,000,000, and would have had nothing left to take 
care of their needs from day to day. 

If they paid out every cent they had, they would lack $18,000,000 
of being able to pay the claims against them. Here in Washington, 
with $46,000,000 owed, we have cash on hand $76,000,000, so that 
we would have a balance up here of about $30,000,000 if we paid up 
everything. In other words, if we were to undertake to liquidate 
now the vouchers that are outstanding it would take practically all 
of our cash within 20 or 30 million dollars, leaving nothing as a work- 
ing balance anywhere except agents' and conductors' balances, and 
there would be outstanding as certificates of indebtedness in tlie 
hands of the railroad companies $185,191,300, in the hands of the 
equipment companies $49,118,146, and in the hands of the equip- 
ment companies who furnished the waterways equipment $314,85^. 
or a total of approximately $234,600,000. That in a very sketchy 
sort of way is the situation. In other words, the Railroad Adminis- 
tration has gone along by getting everybody who owed it any money 
to pay as promptly as possible, in thatVay getting $110,000,000 from 
the War and Navy Departments, and borrowing $50,000,000 from 
the War Finance Corporation, giving its promise to pay when neces- 
sary, and by not paying a lot of its vouchers outstanding. 

(The exhibits and statements referred to follow:) 
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Exhibit A. 

UNITBD STATES RAILROAD ADMINISTRATION — CERTIFICATE. 

No $ 



TreaaureTf United States Railroad Administration. 
121157—19 15 



1 > 



\ 



) ■ 



u 



Walker D. Hines, as Director General of Railroads (hereinafter called the Director . ' ! 

rpneral), acting under the powers conferred by Proclamations of the President and [ . \ 

hf Acts of the Congress of the United States thereunto enabling, affecting the Federal 
iintrol of railroads and systems of transportaion hereby certifies that as such Director 

If neral he is indebted to (hereinafter called the Corporation) in the 

irmcipal sum of ($ ) Dollars due and payable in accordance with 

he tonns and pursuant to the provisions of the Federal Control Act approved March 
'L 1918, for the possession, use, control, and operation of the railroads and systems 
i transportation of the Corporation, under the said Act and the Proclamations of 
h*' President, which sum the Director General hereby promises to pay to or upon 
W' order of the Corporation, or of its successors or assigns, at the ofhce or agency of 
•v Director General in the City of Washington, District of Columbia, in gold coin 
i the United States, whenever and as soon as the Director General shall have funds . I 

vailable for the payment of this Certificate and of all other like certificates issued ( j 

v the Director General and then outstanding, whether received by appropriation , 

• 'he Congress or by virtue of moneys arising out of the use and operation of the • j 

lilroads and systems of transportation under Federal control or otherwise, and to 
«y interest on said principal sum at said office in like gold coin, from the date hereof 
t the rate of five per centum per annum, such principal and interest to be payable 
h\y upon surrender of this Certificate properly endorsed for cancellation. Vf 

Partial payments may be made by the Director General on account of this Certifi- * \ 

Hi' pro rata with payments on account of all other like certificates issued and then [ t 

ut^tanding, in whicn event this Certificate must be presented for notation of such 
•\Tnents thereon. The Director General shall give ten days' notice in writing 
ailed to the Corporation at its principal office or that of its registered assign, of all 
ayments whether full or partial, to be made by him, and upon deposit of the amount 
f ?aid proposed payment at said office ojr agency of the Director General subject to 
> order of the holder of this Certificate, interest will cease upon the sum so to be 
lid after tiie date fixed in said notice for making the same. 

The Director General fiurther certifies to the Corporation, its successors or assigns, 
lat no defense either. at law or in equity exists or will be offered to the enforcement 
' thi8 Certificate or of the obligation herein recited, by the Director General or an y 
ircessor in office, by the United States, or by any person or persons actine undej 
im or them, and that said principal and interest will be duly paid without aiminu- 
on or deduction of any sum or sums whatever by reason of any debt, claim, or obli- 
irion due the Director General, or any successor in office, or the United States, or 
ay person or persons acting under him or them, or by reason of any matter or thing 
hatsoever. 

This Certificate is not intended and shall not be construed to be a statement of the 
idpbtedness of tJie Director General to the Corporation, except to the extent of the 
iDoant stated in this Certificate. 

This Certificate shall be valid only when countersigned by C. B. Eddy, Associate 
Hrector, Division of Finance, or bv D. C. Porteous, Assistant to the Director, Di\'ision 
f Finance, or by Chas. A. Lutz, Treasurer, United States Railroad Administration. 
In witness whereof this certificaite has been executed by Walker D. Hines, Director 
leneral of Railroads, personally, or in his name and behalf by G. H. Parker, Financial 
iSiistant to the Director General of Railroads, who has been thereunto authori^.ed 
nd empowered. 

Dated: Washington, D. C, , 1919. 

Countersigned: 

Walker D. Qines, Director General of Railroads. 

By 

Financial Assistant to the Director General of Railroads. 
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(form of assignment.) 



For value received, hereby sells, assigns and transfers unto 

its successors and assigns the within Certificate and all the indebtedness and rid J 
represented thereby and directs Walker D. Hines as Director General of Railn^ii- 
or any successor in office, to make any and all payments with respect to said Ortr 
cate to or on the order of said transferee, its successors or assigns. i 

Dated: , 1919. , 

In presence of. 

N. B. —This assignment must be executed in the presence of two witnesses anJ 
acknowledged before an officer having authority to take acknowledgments of deed- 
who must execute the form below. Acknowledgment may be made by the Preeid^n- 
or by the Vice President who executed the above assignment. 

(form of acknowl?.dgment.) 

Unfted States of America, 

State of , 

County of J 

On this day of , 1919, before me personally came to m 

known, who, being by me duly sworn, did depose and say that he resides in tb< 

that he is the of the Corporation desciif'** 

in and which execut-ed the foregoing instrument; that he knows the corporat** «<i 
of the said Corporation; that the seal affixed to the said instrument is such corp* t^a 

seal; that it was so affixed by order of the of the said Corporation, and that l^ 

signed his name thereto by like order. 

At the time of said acknowleagment I read and fully explained the foregoing tranr 
fer and assigoment to said person so acknowledging the same. 



Exhibit B. 

March 25, 1919 

Dear Sir: Referring to the emergency arrangement which has been made to finac'^ 
the pressing requirements of the railroads on April 1, and to the fact that the certir- 
cates of indebtedness which I am to issue to be used as collateral for loans fri)m t- 
War Finance Corporation or other sources will bear interest at the rate of o x 
cent, I beg now to confirm my understanding with you as representing tlie railruft«^> 
that I, as Director General of Railroads, will make good the difference of 1 per n-' 
between the rate mentioned in such certificates, and the rate of 6 per cent the r- 
roads will have to pay on the amount of their loans from the War Finance Corporan ■ 

In the event that any railroad corporation secures a loan with such certificate -» 
collateral from any source other than the War Finance Corporation, I will make j ■ 
the difference in interest between the rate mentioned in such certificates and < i 
rate which the railroad corporation has to pay for such loans not exceeding 6 per <*» 

This letter is addressed to you in your representative capacity and is intend«i: ' i 
inure to the benefit of all railroad corporations securing loans with such certitir^ -i 
as collateral for their respective requirements of April 1, 1919. 

It is understood that the issuance by me of certificates of indebtedness to be u^ I 
in financing the pressing requirements of the railroads on April 1 is not to be df^c < i 
a precedent for a like arrangement to meet railroad requirements thereafter; d< r .i 
the protection of the rate of interest, up to 6 per cent, which the railroad corp<irat: :l 
may have to pay for loans secured to meet tiie April 1 requirements, to be dt^'U' i 
a precedent for the fixing of interest rrftes in respect of any other financial transact, i 
between me, as Director General of Railroads, and the railroad corporations. 
Very sincerely, yours, 

Walker D, HlM■^ 

Mr. Howard Elliott, 

Chaimuin Committee of Railway Executives. 
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2F2S APFRGPBiiLno:R tor ooBrxBOL oar tsjor^ortatios systems. 

Chicago & Alton $100, (»r 

Do 80.(ri i 

Chicago, Burlington & Quincy 4, 000. rt» 

Do l,520Ji» ! 

Chicago, Milwaukee^ St. Paul l,600.fi« 

Chicago, RockIsland& Pacific 2,800jm 

Do 436. H* 

Cleveland, Cincinnati & St. Louis 340. (■• 

Delaware & Hudson 753. <*» 

ErieR. R 2,500.im. 

Do 100, fi» 

Do 800. (•• 

Hocking Valley 1 00. « ■ ' 

Illinois Centrd Ry 1,700.<»» 

Do 1 , 500 J * • i 

International & Great Northern 387. Z^* 

Lake Erie & Western 62. 4* ■ 

Lehigh Valley 3,000.<»' 

Do 240. ••• 

Do 800.'" 

Michigan Central R. R 992. •- 

Missouri, Kansas & Texas 342. (•• i 

Do 976. <■ • I 

Missouri Pacific 1, 120, !■• i 

New York Central R. R 2,000.«-' 

New York, New Haven & Hartford 1, 312. <*• 

Northern Pacific 2. 500. <•■ 

Pennsylvania R. R 12,260.i>» 

Pere Marauette R. R 140. •»• 

Philadelpnia & Reading 1, 000 '•• 

Seaboard Air Line 13.3. • *• 

Wabash 976.'- 

Do 92.-' 

Western Maryland 931. «•• 

J)q 213. '^^' 

Wheeling & Lake Erie.....!....... . !!!!!!!!!!!!!!.!!!!!!!!!!!!!!!!!!!! h^. ••• 

Viiginian Ry: 775.1*"' 
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Exhibit E. 

United States Railroad Administration. 
NO.E89. $457,422.1? 

CERTIFICATE. 

Walker D. Hines, as Director General of Railroads (hereinafter called the Direct. i 
General), acting under the powers conferred by Proclamations of the President &L-i 
the Acts of the Congress of the United States thereunto enabling affecting the Fed^^rAl 
control of railroads and systems of transportation, hereby certifies that as such Direr i 
General he is indebted to American Locomotive Company (hereinafter called xt^i 
Corporation) in the principal sum of Four hundred fifty seven thousand four hundr-i 

twenty-two ($ ) Dollars due and payable for motive powers, care, or oi: * i 

necessary equipment, or parts thereof, or material and supplies therefor, fumiFb- 1 
to the Director General for use on or in connection with the operation or utilizati ^ 
of the property of railroads and systems of transportation under Federal control. }$ 
accordance with the terms and pursuant to the provisions of the Federal Control A 1 
approved March 21, 1918, and the Proclamation of the President, which sum li 
Director General hereby promises to pay to or upon the order of the Corixnation. 1 
of its successors or assigns, at the office or s^ency of the Director General in the t. r 
of Washington, District of Columbia, in gola coin of the United States, whenever ai 
as soon as the Director General shall have funds available for the payment of tij 
Certificate and of all other like certificates islBued by the Director General and lY-l 
outstanding, whether received by appropriation of the Congress or by virtue of men- i 
arising out of the use and operation of the railroads and sys&ms of transportation uii*: i 
Federal control or otherwise, and to pay interest on said principal sum at said o± 1 
in like gold coin, from the date hereof at the rate of five percentum per annum, s-. I 
principal and interest to be payable only upon surrender of this Certificate prop^' 
endorsed for cancellation. 

Partial payments may be made by the Director General on account of this Ceitifir. - 
pro rata witn payments on account of all other like certificates issued and then • * 
standing, in which event this Certificate must be presented for notation of such pa* 
ments thereon. The Director General shall give ten days' notice in writing miL- 
to the Corporation at its principal office or that of its registered assign, of all pa^-m*":' 
whether full or partial, to be made by him, and upon deposit of the amount'<«f v 
proposed payment at said office or agency of the Director General subject to the • ^ 
of tne holder of this Certificate, interest will cease upon the sum so to be paid a 
the date fixed in said notice for making the same. 

The Director General further certifies to the Corporation, its successors or asFir 
that no defense either at law or in equity exists or will be offered to the enforoeii. 
of this Certificate or of the obligation herein recited, by the Director General ur ^- \ 
successor in office, by the United States, or by anv person or persons acting under • I 
or them, and that said principal and interest will be duly paid without diminu' i 
or deduction of any sum or sums whatever by reason of any debt, claim, or obli^s* \ 
due the Director General, or any successor in office, or the United States, or any ik-t^ \ 
or persons acting under him or them, or by reason of any matter or thing whatsit *l 

This Certificate is not intended and shall not be construed to be a statement (■: * i 
indebtedness of the Director General to the Corporation, except to the extent . • I 
amount stated in this Certificate. I 

This Certificate shall be valid only when countersigned by C. B. Eddy, As&x-. I 
Director, Division of Finance, or by D. C. Porteous, Assistant to the Director, Divi-- i 
of Finance, or by Chas. A. Lutz, Treasurer, United States Railroad Administra*2 -I 

In witness whereof this Certificate has been executed by Walker D. Hines, Dirt> ' I 
General of Railroads, personally, or in his name and behalf by G. H. Parker, Finai; I 
Assistant to the Director General of Railroads, who has been thereunto authL>n: I 
and empowered. 

Dated: Washington, D. C, 1919. 

Walker D. Hines, 

Director General of Railroad^ 

By 

Financial Assistant to the Director General o/Rttilrw^' 
Countersigned: 



Associate Director \n^,^^^ ^f i?*-«/,«/.^ 

Amjsiant to the Director r^""""^ ""^ Fvmn^. 
Treasurer J United States Railroad Administration, 
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( Ftma of assignment. ) 

For value received, hereby sells, assigns, and 

trai)^fers unto , its succes^rs ana assigns, the within 

i Vnificate and all the indebtedness and rights represented thereby and directs Walker 
D Hines, as Director General of Railroaas, or any successor in office, to make any 
kad all payments with respect to said Certincate to or on the order of said transferee, 
it^ succeesore or assigns. 

Dated: , 1919. 



• 



lo presence of: 



■« . 



N. B. — ^This assignment must be executed in the presence of two witnesses and ac- 
in iwledged before an officer having authority to take acknowledgments of deeds, 
rho must execute the form below. 

{Farm of acknowledgment.) 

/nffed States op Amebica, 
♦tate op 

"Ol \TY OP 

On this day of , 1919, before me personally came 

, to me known, who, being by me duly sworn, did depose 

Ad 9Ay that he resides in the that he is the 

f the Corporation described in and which executed the 

i^nroing instrument; that he knows the corporate seal of the said Corporation: that 
he "teal affixed to the said instrument is such corporate seal; that it was so affixed 

ly order of the of the said Corporation, and that he signed his 

*me thereto bv like order. f\, * 

\t the time of said acknowledgment I read and fully explained the foregoing transfer 
A<i asijignment to said person so acknowledging the same. 



L» 



1.^ 
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supplemental agreement. X 

1 ' 



T » 



Made as of 1st day of April, 1919, between Walker D. Ilinrs, Director General of 
lailroads, acting on beliali of the United States and the President, under the powers 
oniorred on him by law and proclamations of the President, hereinafter called " Direc- 
or General," party of the first part, and THE RALSTON STEEL CAR COMPANY, 

«'»rporation auly organized and existing under the laws of Ohio, hereinafter called 
y ' • Car Company, ' ' party of the second part : 

WITNESSETH: 

That the Car Company is engaged in building cars under a contract with the Director ( 

n ncral, dated May 1, 1918, imder the terms whereof large payments are past due and * 

ty past due and aire becoming due to the Car Company, and the Director Gene ral is 
nthout funds to make such payments. The Director General now propKwes to issue 
the Car Company, until sucn time as he shall have funds to resume payments, Certifi- 
ti*'» of Indebtedness e(|ual (as nearly as may be under the denominations issued) to ! 

Ik^ amounts payable, and hereafter becoming due and payable: 

Xow, tiierepore, in consideration of the premises and of the mutual and dependent 
)romis.8 hereinafter stated the parties s^ee as follows: 

1 ' The Director General agrees, until such time as funds are available for resump- 
i^'D of payments, to give, and the Car Company agrees to receive (subject as to bills 
ir material to the provisions hereinafter contained) Certificates equal (as nearly as may 
l>f- und^r the denominations issued) to the amounts due and payable and becoming 
iu ' and payable under said contract. { 

- Surh Certificates shall be made by th? Director General as follows: i 

fi' For the amoimts to be received by the Car Company representing direct labor, 
"*»*rhfad, and profit, as per contract covering all cars now passed by inspectors. 
ft'-^pt'd, and delivered, and hereafter as cars are passed by inspectors and accepted 
ami d'.'livered. 

^' In the case of unallocated cars such Certificates shall be delivered to the ('ar Com- 
I'-iU) for direct labor, overhead, and profit as per contract covering cars now or hereafter 



i 
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« I 

passed by the inspectors as complete except for marking and stenciling: but there ^>i. I 
be deducted in the cas3 of unallocated cars in the first fifty per centum of the am u i 
built under the contract of May 1, 1^18-, the sum of Ten Dollars (%\0) per car to f^v i 
the cost of marking and stenciling. Said sum of Ten Dollars ( $10) per car shall be [ ^ I 
to the Car Company upon final delivery and acceptance of said cars and in case ;*i ! 
cars shall be marked and st'^nciled by the Car Companjr it shall be entitled to nt ' : i 
such amount, if any, in addition thereto as may be required to reimbur83 to it th*' ■- I 
of such marking and stenciling in excess of the cost of such work in the Car Oompai: i 
plant. 

(c) For all materials, for which bills, certified pursuant to contract, have been del: 
ered to the Director General, and currently hereafter as such bills for materials, pr* 
erly certified and presented, are verified and ready for payment. It is unden't<« . 
however, that the Car Company will take Certificates in respect of bills for mai»T J 
only to the extent that it can make arrangements satisfactory to it with the par^.n 
that furnished such materials. 

(rf) Said Certificates shall be in such amounts as may be requested by the • J 
Company. 

(3) The Certificates shall bear interest at the rate of five per cent per annum, x: I 
be in the form attached. i 

(4) The Director General, at his own expense, will provide storage on trark* I 
railroads under Federal contrpl for all unallocated cars, and will assume full respn i 
bility for cars now or hereafter so stored. The Car Company, however, under inM' i 
tions of the Director General, will place insurance thereon and the Director Gen^-'J 
will pay the Company the cost thereof. The cost of watchman services heret«»: i 
incurred in respect of cars placed on tracks of railroads under Federal control u. i 
such time as the watching was taken over by the Director General will be paid by * i 
Director General. | 

(5) Title to all unallocated cars now or hereafter stored as hereinbefore pro\-i.: I 
shall remain in the Car Company until payment in full therefor. 

(6) The Car Company subject to the further provisions hereof, when reque^tt-: ^ 
to do by the Director General and upon receiving Certificates of Indebtedness froir • I 
Director General equal to the amount then due and payable on account of compK ! 
cars hereinbelow referred to, will execute and deliver to such parties as the Dire- I 
General may designate, bills of sale, for cars built and delivered under said cont*. I 
of May Ist, 1918. The Director General shall simultaneously with the deliver I 
such bills of sale cause to be executed an Eauipment Trust Agreement, or Agree i: I 
of Conditional Sales, m form acce^able to tne Car Company, covering the equipn I 
for which the bills of sale were made and shall cause the Certificates or warranto i-- I 
under such Equipment Trust Agreement or Agreement of Conditional Sale t- I 

•authenticated and delivered, and thereupon deposited in a responsible Trust Comi-. \ 
under an a^eement satisfactory to the parties, whereby the Certificates or warr- I 
80 deposited shall be held in pledge as collateral security for the pajinent of the • ' 
tificates of Indebtedness which may have been issued and be outstanding, ani I 
the payment of the indebtedness, in respect of the equipment (including the ir. 
rials therefor) covered by such bill or bills of sale. 

In such case there shall also be deposited therewith, under a like pledge, any fir' 
securities or moneys received by the Director General in connection with the traL- 
of said equipment. 

The obligation to execute and deliver such bills of sale in respect of cars n^i ' 
for in money shall be contingent upon the Car Company being aole to make am.- 
ments for its protection from claims of material men. 

(7) The taking of Certificates of Indebtedness shall not be deemed payment « • 
amounts represented thereby; but all amounts received by the Car Compar.' 
account of the principal of such Certificates, upon the payment thereof in wh. !- 
in part, shall be treated as a payment of money under the said contract. Th» 
Company shall not before the first day of October, 1919. take any measures, act- 
or proceedings to enforce the payment of any amount under the contract of Ma> 
1918, in respect of which it shall have received a Certificate (except enforcem'^" 
payment of Certificates in accordance with their terms), and shall not at any ti-r* 
entitled to receive payment of any such amount whether by way of judgm^" 
otherwise, without surrender of such Certificate or presentation thereof for n^'j 
of partial payment. 

Except as provided by this agreement, the taking of the Certificates or the in.*» 
of this agreement shall not be deemed to be a waver, suspension, or nn^difir^ 
of any of the rights of the Car Company under the said contract of May l5t. 
which contract shall otherwise remain in full force and effect. 
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the p&rtiee hereto have c 



i this Supplemental Agree- 



luthorized and under the corporate ^ 

ri the Division of Finance of the United States Railroad Administration 
duly authorized aa of the day and year first above vrritten. 
Walkbr D. Himeh. 



[Seal, The Raloton Steel Car 
Company.] 

Attest: 

F. A. LlVINGRTON, 

SeertUtry. 
Approved as to Conditions: 

S. PORCHBB, 

AKsiiUmt Director oj Purehatu. 
Approved aa to Form: 

Sankord H. E. Frbuno. 

AtBUtant General Counsel. 
I hereby certify the foregoing is a true 



Director General of Railroadt. 
By SwAOAR Sherley. 

Director, Diviiion of Finance. 
The Ralston Steel Car Company, 
By Joseph S. Ralston, Prtfident. 



Officer Manager. Dirtclor Ge neral of Ra ilroad. 



Uueouri Pacific Railroad Co.: 

Note dated Apr, 7, 1919, payable on demand, rale 6 per cent, secured 

by $3,600,000 Missouri Pacific R, R. Co. Iwnds KJ, 000. OOO 

fhicjwo. Rock Island A Pacific Railway Cn. : 

Note daled Apr. 1, 1919, payable on demand, rate 6 per cent, secured 
by 82,750.000 St. Paul 4 Kansas City Short Line R. R, Co. bonds, 
$1,950,000 Rock Inland, Arkanaaa & Louit<iana R. R. bonds, 
$300,000 Arkansas & Memphis Ry. Bridge and Terminal bonds... 3,000,000 
Soriolk Southern R. R. Co.: 

Note dated .\pr. 30, ISIO, payable on demand, rate per rent, secured 
! by $189,000 Norfolk Southern Railroad I'o. first and refunding 5 per 

cent gold lionds 189, 000 



6. 189, 000 



Notet of railroad companits repaid. 



Company. 


A„oun.. 


DaleorioBD. 


Dato repaid. 




1 00 

00 
00 

00 

75o;«<» 


July 18, ms 
Auk. ',"»1!' 
Aug. 2B,J»K 
Apt. !S.t91B 

Slis 

Apr, 17, ms 
ji^ 15 ms 

Dec, 30, ms 
Dec. *,IB1S 

M^ay IVbIs 
May 31,1918 










dS: 
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Do! 








Do! 




Do. 
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NoUi ofraHrood eompanie* repaid — Continued. 



Company. 


A.^1. 


Datetfloui. 


D„..» 




1 oa.ooo 

[0,000 

m.ooo 

!8;!!! 

00,000 

[10,000 

».ooo 

aooo 
[ia,ooo 
<o,ooo 
uooo 
w:oao 

DO, 000 
?0.000 


Apr, lfl,1918 
Apr. 30,1BI8 
oS.. 3o,l»lB 
AIM'. Ili,19l8 
Apr. 30,11118 
Apt. Id, IBIS 
Apr. 33, ISIS 

Sept. 13, IB « 

Olt. 20,1918 
Not. W,I» S 
Dec. U,l«18 






Jaiu :: 1 








Do 
Ap,. -. 1 
Apr. U ! 










Do. 




01.39»,M0 











Loans Made by Wab Finance Cobfobation to Railkoas 

CoHPANrBS. 

The Chaibman. Have you a statement showing the extent ii 
which the War Finance Corporation financed the separate railroaii- 

Mr. Sheblby. I have not, but I think I can supply that. Mj 
impression is that they loaned something like sixty-odd mil!, i 
doUars to the various railroed comparies upon the Director Gencraii 
certificates. The balance of the money was borrowed by the railr -li 
companies through the banks by using this collateral and in svm 
cases using other collateral. 

The Chairman. The War FinanceCorporation, then, hasfurni^h'J 
to the Railroad Administration and to the various railroad compi' 
nies, all told, approximately $110,000,000* 

Mr. Sherley. Well, I understand that the War Finance Corp(>r» 
tion has actually loaned to the railroad companies and to the Dire<- i 
General a total of $199,890,000, and I would be glad to file at iLi 

Eoint in the hearirg a statement showing the exact loans that he'l 
een made to the aifferent railroad companies and to the Direi' ( 
General by the War Finance Corporation, but when I spoke a w:.. i 
ago of the figure of $60,000,000 1 had in mind what had been advance 
by the War Finance Corporation to the railroad companies oncer; 
cates of indebtedness. The amount that they loaned on certificav' 
aggregated $60,250,600. The balance of their loans, which. a> i 
have stated, totaled $199,000,000, were made on various form? i 
security put up by the different railroad companies and put up h 
the Director General touching his loan of $50,000,000. 
(The statement referred to is as follows:} 
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hit of advances made to Railroad Administration and to railroads by the 

Corporation to May Sly 1919, 



fialtiiDore & Ohio 

Do 

Do 

Do 

Do 

Boston k Maine 

Do 

fiaSalo, Rochester & Pitts- 
hvs^ 

Do 

Do 

Central of Georgia 

Do 

Oential R. R. of New Jersey. 

Do 

Cenlml Vermont Ry 

Chesapeake & Ohio 

Do 

Do 

Do 

Do 

Do 

Do 

Chicago, Burlington & 
Quincy 

Do 

docagoA Alton R. R 

Do 

lldcago, Milwaukee &, St. 
Paul 

Do 

tibicago, Indianapolis & 

I Louisville 

Cbica^, Rock Island & 
Pacific 

Do 

Do 

Do 

Cleveland, Cincinnati, Chi- 
cago A St. Louis 

^mberland & Manchester. . 

Maware & Hudson 

&ieR.R 

Do 

Do 

Hocking Valley Ry 



$4, 450, 000 
1,000,000 
1, 700, 000 
4, 600, OCO 
2,000,000 
728,000 
216, 800 

1,000,000 
208,800 
449,600 
900,000 

1, 121, 000 
775, 200 
693, 600 
128, 800 
25,000 
275, 000 

2, 070, 000 
250, 000 
800,000 
400,000 
347,000 

3, 977, 600 

1, 520, 000 
100,000 

80,000 

11, 500, 000 
1,600,000 

1, 400, 000 

9, 700, 000 
730, 000 

2, 800, 000 
436, 800 

340, COO 

175,000 

753, 000 

12, 768, 420 

2, 500, COO 
800,000 
100,000 



Illinois Centra] 

Do 

Do 

Do 

International &. Great North- 
em 

Lake Erie & Western 

Lehigh Valley 

Do 

Do 

Michigui Central 

Missouri, Kansas A Texas. . 

Do 

MiBBOuri Pacific 

New York Central 

Do 

Do 

Do 

New York, New Haven A 

Hartford 

New York, Susquehanna db 

Western 

Northern Pacific 

Pennsylvania R. R 

Pere Marciuette Ry 

Philadelphia A Reading 

San Antonio db Aransas Pass 

Ry 

Seaboard Air Line 

Southern Ry 

Do 

Do 

Do 

Spokane, Portland & South- 
ern 

Virginia Ry. Co 

Wabash Ry. Co 

Do 

Western Maryland Ry 

Do 

Wheeling & Lake Erie 

Walker D. Hines, Director 
General of Railroads 

Total 



The Chairm.\n. When was the first loan made by the Wa 
Coiporation to a railroad company ? 

5lr. Sherley. I can not answer that, but I think it was 
fct of the year. In January we insisted that a lot of dem 
iftade by us to various railroad companies should be li 
Thooe loons had been secured by coDateral, and the railr 
panies paid us by borrowing from the War Finance Corpc 
that same collateral, or elsewhere as the case nught be, but 
nnmber of instances they borrowed from the War Finance 
tion. In that way they repaid to the Railroad Administra 
of the loans that they had obtained from us. 

The Chairman. Then, if this amount that you have estiir 
should be appropriated, it would enable the Kailroad Admi 
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to repay its loan to the War Finance Corporation, and in nio>^ 
instances it would enable the railroad companies, through a distribu 
tion-of the standard return, or of the amount due under our contra* 
for rental, to repay their loans to the War Finance Corporation i 

Mr. Sherley. It hardly works out just that way. 

The Chairman. Is not this the fact, that those loans were made bi 
the War Finance Corporation to the separate roads in order that tli^ 
various roads could meet their interest and dividend requirements f 

Mr. Sherley. In answer to your first question, as to tlit 
$199,000,000 which the War Finance Corporation has loaned to th 
various railroad companies and to the Railroad Administration, tL 
obtaining of the funds that we have asked of Congress would enabli 
us to inmiediately repay our $50,000,000 loan, and by paying th 
certificates that we have issued, and on which $60,000,000 have bcHi 
loaned by the War Finance Corporation, to immediately obtain i 
repavraent to the War Finance of $60,000,000, or a total oi 
$110';000,000. Now, as to the other $89,000,000, in some instance-: 
our abihty to pay to the railroads all that we owe them on tin 
standard return would enable them, to an extent that I can not iic.v 
estimate, to repay their loans to the War Finance Corporation : hn\ 
they will continue to have from time to time their own indebtednev 
to meet in the way of fixed charges and other expenses, so that I iU 
not think it is practicable to hope that the railroad companies, geiu: 
ally speaking, are going to be aole to reimburse the Rauroad AdniJL! 
istration out of what they are paid in the way of standard returns i»:| 
to reimburse the War Finance Corporation. 

They will have to reimburse by permanent financing, by long-teru: 
loans, by the issuing of new securities, and that is a matter which il 
hope they will be able to do from time to time, beginning in the vei} 
near future, but which they have not been able to do to any greri; 
extent in the past, due to the fact that the Government has prar 
tically preempted the investment market. In that connection, Mr, 
Chairman, there is a distinction, as you of course appreciate, betweoi 
the railroad companies being able to borrow temporarily limit ft ^ 
amounts of money on demand paper, or even short-time paper, M'hi^ li 
is a purely banking proposition, and their ability to borrow moru*> 
on long time to take care of capital expenditures, which is an invest- 
ment proposition, and in whicn the bankers only participate, so u\ 
speak, as iniddlemen and in which they must look to the public ioi 
tne absorbing power to take care of such financing. 

The Chairman. When are we going to commence to permit biisino? 
to follow the usual channel and these concerns to finance their opera- 
tions in the normal and usual way ? 

Mr. Sherley. Mr. Chairman, answering for myself, I hope to go* 
the railroads to commence at the earliest possible moment, but it L^ 
one thing to urge the doing of a thing and it is another thing to ^r : 
it done. There are a lot of railroads which are apparently of il.c 
opinion that the Government ought to carry, for a considerable num- 
ber of years, the investment that has been made on capital accour* 
for the railroads, and you may have noted that in the plan propose*! 
by the railway executives one of the suggested matters is wnat they 
call the fimding by the Government of t-he indebtedness on account 
of capital expenditures. So you will find that while the Railroa<i 
Administration is entirely sympathetic with your view that the rail- 
roads should finance at the earliest practicable moment there are a 
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mmber of the railroads, and perhaps a majority of them, that are 
kping that Congress may provide for the funding of this indebtedness 
orer a considerable period of time. 

The Chairman. Are the raikoads asking the Government to 
iiumce the capital expenditures other than the capital expenditures 
ibt were created diuing the time the roads were under Federal 
controH 

Mr. Sherlet. I am not prepared to say as to that but this is true: 
llhat there are a number of people who believe that until the railroads' 
Mit is put upon a permanent and better basis, than it appears to 
kre been on m the immediate past that the Government ought to 
eome in and carrjr the load. My own belief is that it is the duty of the 
Eftilroad Administration, short of instructions by enactment of 
Conpess, to use every legitimate method it can to require the rail- 
roads to reimburse the Government for the expenditures that. have 
ken made on their behalf. 

The Chairman. Now, Mr. Sherley, when Congress enacted as you 
Wl recall, the bill providing for the War Finance Corporation it was 
Btended that through that organization just such financing as is now 
bquested of the Government directly should be carried on. Now, 
it we appropriate a vast sum of money that will release the War 
Rnance Corporation and it can finance Tom, Dick, and Harry, or 
mrbody in the country, and then Congress may be appealed to 
gain to appropriate money for the railroad administration. 

Mr. Sherley. Mr. Chairman, I think you will find, on an examina 
kn of the law governing the War Finance Corporation, that it is 
Bnited to loans not exceeding five years and during the war and 
fcen necessary or contributory to the prosecution of the war, there- 
^re, it was not in contemplation that that governmental instru- 
ientality should be used as the medium for any long time financing. 

The Chairman. I will say in answer to that that 1 think when the 
iiw was passed, under which the railroads were turned over to the 
loTemment, it was not intended that long time financing should be 
fttered into; that that was a war measure pure and simple 
Mr. Sherlet. I am not quarreling at all with the view that you 
ftTe just expressed and I do not mean to be xmderstood as doinj^ so; 
ttt I know that there is a feeling on the part of a number Ot the 
tiboads that they are not in a position to borrow upon terms such 
s they think would be reasonable and that, therefore, there should 
€ a policy, a national policy, on the part of the Government to carry 
ver a series of years these capital expenditures. I find that Mr. 
!uyler in his testimony before the Interstate Commerce Committee 
f the Senate, in discussing the plan of the railroad executives, sets out 
hat plan and the eighteenth provision of it is this : 

Provision should be made for the funding by the United States of indebtedness of 
vriezs to it growing out of Federal control. 

Which, I take it, means that to the extent that capital expendi- 
ures have been made by the Federal Government for the benefit of 
he railroads since they were taken over that the railroad executives, 
ccording to the plan then presented, were asking that Congress 
hould orovide for the funding of that over a period of time. 

The (jHAiBMAN. Certainly Congress has never passed any act giving 
be railroad companies any indication that it lavored that plan or 
UTthiog like it. 
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Thursday, June 5, 1919. 
Advances Received from the War Department. 

The Chairman. Mr. Sherley, with regard to the $100,000,000 you 
received from the Army, have the vouchers been furnished for that 
service ? 

Mr. Sherley. Vouchers, Mr. Chairman, are being presented and 
audited from day to day in regular course. I am not sure that there 
has actually been presented to the War Department and accepted! 
by them as correct vouchers, vouchers in the full amount advanced,! 
but this is true, that each day the Railway Administration is per- 
forming work for the War Department, so that there is no doubtl 
they are in our debt, and in our debt beyond the advance they have 
made. 

The Chairman. At the time the payment was made, as I under- 
stood it, the War Department was inaebted to the Government for 
services already rendered to the extent of $100,000,000. 

Mr. Sherley. It was estimated that with all the vouchers pre- 
sented their indebtedness would equal, and in all probability exceed, 
the $100,000,000 that was advanced. 

The Chairman. It was on March 22 that that payment was made. 
I believe. 

Mr. Sherley. Yes, Mr. Chairman; it was on March 22 that the 
payinent was made bv the War Department. 

The Chairman. What was the amount of your working capital on 
December 31 ? 

Mr. Sherley. On December 31 we had in the central depository 
and the revolving fimd a total of $78,188,531.69, but there was out 
in the hands of the treasurers in the field sums in addition to that 
amount, and according to the balance sheet there was cash on hand 
of $322,548,683 and agents and conductors' balances of $142,718,809, 
and against that there were outstanding current liabilities of $263,- 
325,294. 

The Chairman. What was the balance after deducting your ciurent 
liabilities from your cash and working capital? 

Mr. Sherley. It was $201,938,198. That would be the net work- 
ing capital if all the outstanding obligations of that date were 
liquidated. 

The Chairman. Now, Mr. Sherley, I understand that since that 
time you have borrowed from the War Finance Corporation $50,- 
000,000. 

Mr. Sherley. Yes, sir. 

Total Amount of Contracts for Equipment — Payment fob 

Equipment. 

The Chairman. What was the total amoimt of the contracts for 
equipment? 

Mr. Sherley. ,The total amount of contracts for equipment as 
entered into totaled in round figures $402,000,000, but according to 
savings that we think we are entitled to now, in connection with the 
cheapened cost of manufacture, the total cost of this equipment will 
be in round figures $363,000,000. 
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The Chairman. Of the equipment already deHvered, to what ex- 
tent did the railway companies in any way pay for equipment that 
WHS allotted to them during 19184 

Mr. Sherley. Mr. Chairman, in regard to equipment which was 
ordered by the Railway Administration and which totals the sums 
we have just been speaking of, there has been, speaking by and lar^e, 
110 payment as jet made by the railway companies to tne adminis- 
tration for this equipment, although tliis happens: An account is 
kept with each railway company in which is thrown against them as 
a cnarge all capital expenditures, any loans that may have been made, 
and any amounts due on open account. 

There is credited to them the amount of money that is due them 
for compensation under the standard return, and in that way, from 
time to time, it is possible to ascertain an approximate balance 
between the railway companies and the Railway Admuiistration, and 
we have endeavored to the extent that it was possible, where railway 
companies owed us, to make only such payments on compensation as 
were necessary. Now, there may be one or two instances in which 
the roads have signified their willingness to have us charge against 
what was due them for compensation all of the additions and better- 
ments which would include equipment. 

The Cbairman. Mr. Sherley, you have issued certificate of in- 
debtedness which you propose to" take up with the appropriation to 
the extent of $49,118,146. 

Mr. Sherley. For this equipment ? 

The Chairman, Yes, 

Mr. Sherley, Yes; and exclusive of certificates of indebtedness 
given to the railway companies. 

The Chairuan. Yes; I will come to that a little later. After you 
have paid these certificates of indebtedness that would leave a 
balance of $315,881,854 that you will be compelled to pay to the 
equipment companies to dischai^e your obligations in full. 

Mr. Sherley. Mr. Chairman, the situation in regard to equipment, 
I think, is this: The total cost of the equipment, as we figure it now, 
is »363,373,335. There was paid on that durmg the year 1918 
$117,787,692. There was paid in January and February, and the 
first part of March of 1919, cash amounting to $49,436,001. 

The Chairman. By that payment you reduced your working 
balance to that extent. 

Mr. Sherley. Yes. We have paid in certificates on this equip- 
ment $49,118,146. 

The Chairman. So at the present time you must take up your 
certificates of indebtedness amounting to $49,118,146 given for 
equipment, and you will have to pay approximately $196,000,000, the 
balance due the equipment companies. 

Mr, Sherley. 1 es, sir. 

The Chairman. Then you have actual outstanding obligations 
with regard to this equipment and equipment certificates together, 
approximately amounting to $245,000,000. 

Mr. Sherley. Yes. 

The Chairman. Will you put in the record the amount that must 
be paid to the equipment companies and the holders of the certificates 
of indebtedness that you have heretofore issued to the eqmpment 



"Sf: 



Lr. Sherley. Yes, sir. 
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Table 8homng estiinated cost of equiptnent ordered by Railroad Administration, pay- 
ments on account, and balance due. 

Eetimated total cost of equipment ordered by the Railroad Adminis- 
tration Si363, 373, 335 

Amount paid on account of cost in 1918 117, 7S7, tift2 

Paid in cash in 1919 49,436,001 

Balance to he paid 1 96, 149, 64 2 

On which there had been issued certificates of indebtedness amount- 
ing to 49,118.146 

Mr. Byrnes. What are these certificates vou refer to ? 

Mr. Sherley. These are certificates that were issued, as I testified 
yesterday, to the equipment companies as evidence of the indebted- 
ness of tne Railway Aaministration to them for equipment furnished, 
in order to enable them by the use of such certificates to obtain cash 
that we were not in a position to pay them because of the failure of 
the appropriation at tne last Congress. 

Mr. Byrnes. And let them negotiate these certificates ? 

Mr. Sherley. Yes; just as we did with the railway companies. 

Rental Due Companies, 1918. 

The Chairman. How much was due the railway companies for 
rental at the close of the year? 

Mr. Sherley. I do not know, Mr. Chairman, that I can answer 
that question in just the form, perhaps, that you desire, because of 
the fact as I stated a while ago accounts are Kept with each of the 
railroads and there are offsets against the stanaard return due to 
expenditures we have made for them. In some cases the railroad 
companies have not entered into contracts, so that, technically speak- 
ing as to them we can only pay on the basis of 90 per cent of the 
standard return, but the eftect of it is as indicated in the statement 
put into the record by Mr. Hines, which shows that striking a balance 
and taking account against the standard return of those amounti? 
which can be used to repav the Government for expenditures in 
regard to capital account for the railroads, there was needed to 
enable us to settle with the railroads as of the 1st of January, 
$441,502,438. 

The Chairman. And as against that you have issued certificates 
of indebtedness to the railway companies anounting to $184,553,300. 

Mr. Sherley. Mr. Chairman, we nave issued the amount of certifi- 
cates you speak of, but you will appreciate that, from the standpoint 
of the railroads, they are not simply stopping on the 1918 basis, and 
are continuing to claim, properly, that there is due them compensa- 
tion from time to time. Under the contracts of those who have 
entered into contracts, that compensation is to be paid in quarterly 
payments, so that in point of lact we have issued to the various 
railroad companies these certificates of indebtedness after consider- 
ing the state of their account with the Railway Administration as 
of the date that we made the issue to them. In other words, we 
would throw into the account compensation due them for 14 months 
or 15 months^ as the case might be; but that amount of certificates is 
outstanding. 

The Chairman. What is the balance you owe the railroads for 
compensation for the first quarter of 1919? 
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Mr. Sherley. It could not be stated in the form in which you ask 
it, I do not think, Mr. Chairman. We owe them, of course, a quarter 
of $940,000,000, but on the other hand 

The Chairman (interposing) . Have you not paid them something ? 

Mr. Sherley (continuing). We could take from that certam 
credits, just as we do for 1918. We have not undertaken to strike 
absolute balances with the various raiboads because their accounts 
are changing accounts; but simply for the purpose of a financial 
statement, we take the statement of 1918 treating the railroads as a 
whole. 

Basis of Deficiency Estimate for Four Months in 1919. 

The Chairman. Mr. Sherley, in making up the estimate for the 
$250,000,000 deficit, for the first four months, I take it you shnply 
took one-fourth of the standard return to find out what the obligation 
of the Eailroad Administration to the railroads would be, 

Mr. Sherley. What we did was this: We assumed that we owed 
to the railroads one-third of the standard return of $940,659,017. 
That averages about $78,000,000 a month, in round figures, and we 
took the net from operating returns of the railroads that we were 
operating, and to the extent that it was less than that monthly 
rental, it showed a deficit, which, for the period indicated, amoimted 
to $250,000,000 in round figures. 

The Chairman. Have you paid anything to the railroad com- 
panies for the rental of the roads for the first quarter of 1919 ? 

Mr. Sherley. W§ have been paying them right alon^ as long as 
we had cash, and since we ceased to have cash we have issued certi- 
ficates to them, but those payments in most instances were pavments 
back on 1918 which we have not yet liquidated. So that while some 
of the roads have received compensation in advance of what was 
owed them for 1918 and on accoimt of the 1919 accomit, speaking 
bv and large, we have not yet gotten up to the point where we have 
paid for 1918. 

The Chairman. I understand that; but you said you owed on 
1918 a balance of $441,000,000, and I was trving to find out whether 
or not the payment you have made all apphed on that balance or 
whether you have paid to some of the roads the rental for the first 
quarter of 1919? 

Mr. Sherley. The $441,000,000 is on the basis of what had been 
done up to the 1st of January, 1919. Since then we have made 
payments, and those payments would serve to reduce the $441,000,000 
owed them in certain instances; but, on the other hand, there have 
been some roads whose requirements were such that we have fully 
paid 1918 and have paid something on 1919. 

The Chairman. Mr. Sherley, at the close of the year, according to 
your estimates, you owed the railroad companies in compensation 
$441,000,000? 

Mr. Sherley. Yes, sir. 

The Chairman. The first quarter of this year, on the same basis, 
would be approximately $230,000,000 ? 

Mr. Sherley. Yes, sir. 

121157—19 16 
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Payments Made to Railroads ix 1919. 

The Chairman. That would make $677,000,000 that you would 
owe the railroad companies if no pajmlents have been made since the 
first of the year in the way of coin,pensation ? 

Mr. Sherley. Yes, sir. 

The Chairman. What have you paid the railroad companies — not 
taking into consideration certificates of indebtedness that have been 
issued — in the way of compensation since the 31st of December? 

Mr. Sherley. We frequently, where the amount that was due to a 
railroad was not quite sufficient to warrant its being given the sum 
it immediately needed for the purpose of meeting fixed charges, 
would make payment in the form of a demand loan, so as to make 
more certain our hold upon the situation, and we have paid, in the 
form either of loans or of compensation, to the railroads a total of 
$105,190,000. 

The Chairman. Have you made any payments to them in cash, 
for compensation or rental of the roads, in addition to that 1 

Mr. Sherley. No, sir; we have made no payments to the railroads 
since the Ist of January, up to and including May, in the way of cash 
beyond the amount I have stated. 

Basis of Estimates. 

Mr. Chairman, perhaps I ought to emphasize what I had in mind, 
and which, doubtless, you had in mind. We have been speaking of 
paying four hundred and forty-one million eight hundred and two 
thousand odd dollars on compensation due to the railroads for the 
year 1918. In a broad general way that is true, but in a perfectly 
uteral way this is true : That that represents the total amount we 
need in order to pay them not only on compensation but that we 
need to close up everything- — open accounts, advances, and every- 
thing else — havmg in mind that we are carrying for them of capital 
expenditure the amount which we have indicated heretofore. In 
other words, it is the amount of money which, for 1918, it is necessary 
for us to have if we are to clean up all the 1918 transactions, which 
cleaning up means that we will have carried for the railroads, in the 
way of capital expenditure, $352,553,455. 

The Chairman. I want to take up those very matters with you to 
see what set-offs the Government has as against this indebtedness. 
You have already specified the loans and compensation of $105,- 
190,000, and you also have an item of $100,000,000 that you are 
carrying in a property account for the various railroads, have voii 
not? 

Mr. Sherley. We have stated in this financial sheet, Mr. Chairman, 
that there is $100,000,000 which we have advanced to the railroad 
companies but which can not at present be collected from them, due 
to the fact that under the agreement made with them it is secured by 
materials and supplies amounting to $100,000,000, and we have 
agreed not to offset it against the standard return. 

The Chairman. So that is not available as an offset at the present 
time? 

Mr. Sherley. No, sir. 
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Fund for Supplies and Equipment. 

The Chairman. Mr. Sherley, will you make a statement for the 
record with regard to this $100,000,000 fxmd which has been used to 
pay for supplies and equipment for the various roads — as to how you 
have expended that fund and the security that is given for its repay- 
ment and what the probable loss will be ? 

Mr. Sherley. Mr. Chairman, as has already been testified by Mr. 
Hines, when the railroads were taken over by the Railroad Adminis- 
tration they were operated, for the first few months, without an 
attempt to segregate railroad funds from governmental funds, 
although, of course, a book entry was kept of each transaction. It 
followed that there was paid out in settlement of railroad indebted- 
ness incurred prior to 1918 sums of money which, in some instances, 
were in excess of receipts received for worK performed prior to 1918; 
in other instances the converse of that was true,»that the Government 
received more for work performed by the railroads prior to 1918 than 
it paid out in the form of indebtedness incurred prior to 1918. and at 
the end of several months, when the account could be struck, there 
was due on open account, in some instances, moneys by the railroad 
companies to the Government, and there was due, m other instances, 
on open account moneys from the Railroad Administration to par- 
ticular railroads. 

When the railroads came over to the Government there came, as a 
part of the railroad property, materials and supplies in various 
amounts. It was urged by the railroad companies that the Railroad 
Administration should give an immediate credit for such materials 
and supplies; the Railroad Administration contended, on the other 
hand, tnat it obtained those materials and supplies just as it obtained 
equipment and the other physical property of the railroads, which it 
was, of course, bound to account for but which it should account for 
only at the end of Federal control. These two viewpoints were 
pressed with considerable vigor, and finally this solution was arrived 
at : It was agreed that in those instances where a railroad was indebted 
to the Railroad Administration on open accoimt in a sum which was 
less than the value of the materials and supplies taken over by the 
Railroad Administration that the Railroad Administration would not 
undertake to recoup itself on this open account out of the standard 
return, but would carry this open account imtil the end of Federal 
control. As a result of that arrangement there is $100,000,000 which 
railroad companies owe to the Railroad Administration on open ac- 
count which we can not now collect but which is secured by materials 
and supplies, and at the end of Federal control that account against 
the railroad companies can be and should be liquidated, being secured, 
as I have stated, by materials and supplies of an equal amoimt. 

Mr. Slemp. That does not take into consideration that class of 
cases where you have paid out more than you received in materials 
and supplies, because, as I understand it, this thing must be dealt with 
in accordance with the situation as to each railroad. 

Mr. Sherley. In those cases where, on open account, a railroad 
company owed the Government more than the value of the materials 
and supplies turned over by it at the time we took control the Govern- 
ment has a claim which it is free to assert at any time and which it 
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does expect to assert to the extent that is possible, which, howeve: 
must be considered along with this basic principle that underlies t: 
proclamation of the President and the railroad act — that we should! 
virtue of the compensation to be paid the railroads, see to it tl. 
the railroads receive a sufficient amount of money to enable them ' 
meet their fixed charges 

Mr. Slemp. That does not, to my mind, answer the question of a. 
of it being secured by materials and supplies. What I wanted to •:■' 
was a list of the roads that were not so secured. 

Mr. Sherley. I am sorry if my answer did not seem responsivi > 
the questions. I endeavored to put the situation as I saw it. I % 
be giad to put into the record a list of the railroads that owe u< » 
open account and the amoimts that they owe us on open accoui; 
and also a list of those that owe us on open account where the matori... 
and supplies equal the amount of such open account. 

(The statement referred to follows:) 

List of Class I railroads which owe the Railroad Administration an open accoui.' 
amounts thereof, and shovnng the amount of materials and supplits taken over ■ 
marked * indicate where materials and supplies exceed amount of open account . 
also showing amounts due companies on open account. 



Road. 



$459,387.00 
557,223.99 



82,045.34 



1,463,275.06 

265,924.71 

667,8r>9.55 

25,65S.47 

19,192.02 



672,187.34 

677, 155. 41 

33,788.31 

3, 125, 168. 22 



Alabama & Vicksburg 

Alabama Great Southern 

Ami Arbor 

Arizona Eastern (included in S. P. Co.) 

Atchison. Topeka & Santa Fe System 

Atlanta & West Point 

Atlanta, Birmingham & Atlantic 

Atlantic & St. Lawrence 

Atlantic aty Railroad 

Atlantic Coast Line System 

Baltimore & Ohio 

Baltimore & Ohio Chicago Terminal 

Bangor & Aroostook System 

Baltimore, Chesapeake & Atlantic 

Beaumont, Sour Lake & Western (included in Gulf 

Coast I<ines) 

Belt R. R. of Chicago 

Bessemer & Lake Krie 

Boston & Maine 

Buffalo <& Susquehanna 

Buffalo, Rochester & Pittsburgh 

Carolina, Clinchfield & Ohio 

Central of Georgia System 

Central New England 

Central R. R. of New Jersey 

Central Vermont 

(Charleston & West Carolina 

Chesapeake & Ohio 

Chicago & Alton 

Chicago & Eastern Illinois 

Chicago & Eric 

Chicago & North Western System 

Chicago, Burlington & Quincy System 

Chicago Great Western 

Chicago, Indianapolis &, Louisville 

Chicago Junction 

Chicago, Milwaukee & St. Paul System 

Chicago, Peoria & St. Louis i 

Chicago, Rock Island & Pacific ' , 

Chicago, Rock Island & Gulf , 

Chicago, St. Paul, Minneapolis & Omaha I , 

Chicago, Terre Haute <t Southeastern 

Cincinnati, Indianapolis & Western i 05,420. 18 

Cincinnati, New Orleans & Texas Pacific > 1, 230, 706. 13 

Cincinnati Northern 

Cleveland, Cincinnati, Chicago & St. Louis System 

Colorado <k Southern System 

Delaware & Hudson 



Open account 
due company 
Dec. 31, 1918. 



Open account 
due (Jovemment 



$i745,320.13 



5,220,023.68 
182,899.37 



261,321.18 



103,59L00 
'318,053.69 



383,444.26 



Material-^ 

supplir 
Dec. 31,1/ 



3h 



>23.o." 



5.3" 

14, »~ 
3»- 

^7. 



816,691.65 



276,150.<M 
2,364,489.10 

439,616.66 
2,002,627.27 

451,877.29 



3,523,498.01 

2,667,682.03 

509,335.35 



5,758,3ga51 



687,149.99 



358,862.30 



554,899.72 
1,081,007.73 



2,912,84(1.44 

333,555.41 

10,481,772.19 

151,195.75 

1,525,977.15 
337,301.35 



8Q,26L27 
3,509,824.46 



l,661,0ea29 1 



\^ _■ 
2.9R- • 
1 *". • 

2.07 . 

i »*(»■' 

SI- . 

i.r>i . 

13.2X: • 

«».*<* - 
15,$^ • 
«1.7v- . 

41! -. 

1* " 

9. 5^7 

»3.i:' ■ 

9* 

XT7 • 

> 5, :x*- 

I. J** 

>2,«i» 



1 Materials and supplies exceed amount of open account. 
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ist of Clas9 I railroads which owe the Railroad Administration an open account and 
amounts thereof^ and showing the amount of materials and supplies taken over (items 
marked * indicate where materials and supplies exceed amount of open account)^ and 
also shovnng amx)unts due companies on open account — Continued. 



Road. 



>elaware, Lackawana & Western. 

>enver & Rio Grande 

)enver & Salt Lake 

Detroit & Mackinac 

Detroit & Toledo Shore Line 

Detroit, Toledo & Ironton 

Uiluth & Iron Ranee 

>uluth, Mlssabe & Northern 

»uluth. South Shore & Atlantic. . 

llgin, Joliet & Eastern 

!1 Paso & Southwestern 



ne 

lorida East Coast 

ort Worth & Denver City 

brt Worth & Rio Grande 

alveston Wharf 

al version, Harrisbiirg & San Antonio (included in 

Southern Pacific Co.) 

eorjjia Railroad Lessee Orgtmizatlon 

etrcia, Southern & Florida 

rand Rapids & Indiana 

rand Trunk Lines in New England 

rand Trunk Western 

roat Northern System 

1 1 1 f & Ship I si and 

u]f Coast Lines 

ulf, Colorado & Santa Fe (included in Atchison, 

Topcka & Santa Fe) 

nlf, Mobile* Northern 

oc'- ing Valley 

oust on Texas Central (included in Southern 

Pacific Co. ) 

oust on Kast & West Texas (included in Southern 

Pacific Co.) 

udson & Manhattan 

inois Central and Yasoo & Mississippi Valley 

diana Harbor Belt 

temat ional and Great Northern 

anawha <fe Michigan (included in New York Cen- 
tml) 



Open account 
due company 
Dec. 31, 1918. 



$60, 27a 21 



1,281,153.41 
855,56L17 
139,034.40 



463,256.07 
1,721,203.37 



2,155,328.55 
"*'6i,"i62.'3i" 



317,855.29 
1,008,416.64 



161,92L08 
'i77,'566."78' 



689,070.32 



Open account 
due Government. 



16,320,975.76 
784,842.52 
892,974.51 
186, 100. 11 



274,603.59 



198,387.11 



824,347.85 
"i6i,'96i."52 



200,683.46 
172,909.76 
497,202.47 



2,120,536.32 
118,847.88 



184,153.54 



9,032,276.80 
'"'333,' 382.* 40' 



Material and 

supplies 
Dec. 31, 1917. 



$4,367, 

» 2,475, 

413, 

1219, 

122, 

262, 

655, 

716, 

703, 

12,634, 

1,682, 

7,435, 

11,115, 

656, 

4, 

63, 



223.57 
603.04 
574.07 
493.94 
064.46 
324.04 
575.71 
505.60 
340.55 
49L84 
097.09 
025.70 
929.99 
189.66 
044.03 
636.17 



1721,282.33 
1342,734.31 
1620,016.29 

559,205.48 

3,808,645.05 

12,839,318.10 

1477,023.45 

634,774.09 



276,089.39 
11,482,276.28 



113,697,138.58 

448,074.22 

11,511,089.88 



wstis City, Mexico & Orient 

ansius City Southern 

tVe Erie & Western 

high <fe Hudson River 

fhi^h & New England 

hiijh Valley 

m? Island 

IS A ngeles & Salt Lake 

►nisiana & Arkansas 

uisjaua Western (included in Southern Pacific 
:o.) 



18,466.00 



67,958.46 
'66,199.67' 



1,376,344.43 
706,367.02 



113,249.99 



2,886,161.94 

640,597.30 

16,101.39 



205,034.94 

986,7,06.84 

11,014,862.18 

324,249.89 

1386.215.14 

6,228,777.47 

1,665,825.69 

12,693,097.79 

1193,830.57 



luis ville & Nashville 

tubiville, Henderson & St. Louis 

une Central 

iryland, Delaware & Virginia 

cnipan Central 

dland Valley 

neral Range 

nneapolis & St. Louis 

nneapolis, St. Paul & Sault Ste. Marie 

nncsota & International 

ssouri & North Arkansas 

ssouri, Kansas A Texas 

ssotiri, Kansas & Texas of Texas 

ssouri Pacific 

sslssippi Central 

>bile& Ohio 

mongahela 

organ's La. & Tex. R. R. & S. S. (included in 

touthem Pacific Co.) 

.shville, Chattanooga & St. Louis 

w Orleans & Northeastern 

w Orlecuis Great Northern 

w Orleans, Texas & Mexico (included in Gulf 

)oast Lines) 

iw York Central System 



85,323.71 



2,354,512.72 



362,699.43 



55,439.68 

35, 626. 89 

2,554,822.58 

119,576,78 

380,111.78 

1,775,195.57 

1,881,680.00 



76,224.50 



103,113.03 



153,095.00 
812,194.65 



48,790.48 
2,305,029.71 
2,389,347.11 
8,852,438.67 



1,626,667.13 



364,147.12 



111,009, 

149, 

11,732, 

17, 

18,085, 

1171, 

262, 

986, 

13,071, 

87, 

1213, 

13,285, 

13,070, 

7,551, 

55, 

1,532, 

209, 



197.25 
523.19 
177.60 
996.28 
329.98 
094.54 
449.34 
421.29 
557.17 
225.28 
724.62 
066.55 
383.58 
261.26 
127.40 
448.17 
322,71 



2,992,631.99 
480,989.71 
174,443.93 



6,096,163.23 I 136,433,073.30 



1 Materials and supplies exceed amount of open account. 
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TAst of Class I railroads which owe the Railroad Administration an open account 
amounts thereof, and showing the amount of materials and supplies taken over • if- 
mwked * indicate v)here materials and supplies exceed amount of open account-, u 
also showing amounts due companies on open account — Continued. 



Road. 



New York, Chics^o & St. Louis 

New York, New Haven & Hartford 

New York, Ontario <& Western 

New York, Philadelphia & Norfolk (included in 
Pennsylva&ia Lines East). 

New York^usquehanna & Western 

Norfolk & Western System 

Norfolk Southern 

Northern Pacific System 

Northwestern Pacific 

Oregon Short Line (included in U. P.). 

Oregon, Washington R. R. & Navigation Co. (in- 
cluded in U. P.). 

Panhandle and Santa Fe (inchided in A. T. <Se S. F.). 

Pennsylvania R. R. (West) System 

Pittsburgh, Cincinnati. Chicago & St. Louis 

Pennsylvania R. R. (East) System 

Pere Marquette 

Peoria & Pekin Union 

Philadelphia & Reading 

Pittsburgh & Lake Erie 

Pittsburg & Shawmut 

Pittsburg & West Virginia 

Port Reading 

Pullman Co 

Richmond, Fredericksburg it Potomac 

Rutland 

St. Joseph & Grand Island 

St. Louis, Brownsville & Mexico (included in Gulf 
Coast Lines). 

St. Louis Merchants Bridge & Terminal 

St. Louis-San Francisco 

St. Louis, San Francisco & Texas (standard return 
a deficit) 

St. Louis Southwestern 

St. Louis Southwestern of Texas 

San Antonio & Aransas Pass 

Seaboard Air Line 

Southern Padflc System 

Scutiiem 

Southern Ry. in Mississippi (standard return a 
deficit) 

Spokane, Portland & Seattle 

Staten Island Rapid Transit 

Tennessee Central 

Terminal R. R. Association of St. Louis 

Texarkana & Fort Smith 

Texas & New Orleans (included in Southern Pacific 
Co.). 

Texas & Pacific 

Toledo & Ohio Central (included in New York Cen- 
tral). 

Toledo, Pe:ria & Western 

Toledo, St. Louis & Western 

Trinity & Brazos Valley 

Ulster & Delaware 

Union Pacific System 

Vicksburg, Shre\eport & Pacific 

Virginian 

Wabash 

Washington Southern 

Western Maryland 

Western Pacific 

Western Ry. of Alabama 

West Jersey & Seashore 

Wheeling & Lake Erie 

Wichita Falls & Northwestern 

Wiggens Ferry 

Wichita Valley 

YaKOo & Mississippi Valley (included in Illinois 
Central). 



Grand totals, sheets 1 and 2. 



Open account 
due company 
Dec. 31, 1918. 



1719,682.03 
"2,'935,'392.*37 



2,375,574.41 



37,172,429.99 
1,369,507.98 



144,396.22 
317,286.54 



149,595.65 
56,178.27 



342,078.49 
"99,398." 70 



121,935.09 



34,518.32 



476,490.50 
295,533.72 



543,303.37 
295,244.31 
253,114.53 



69,542,545.28 



Oijen account 
due Government. 



$1,120,562.95 
7,402,194.57 



584,711.89 



187,943.88 

2,338,3ia36 

367, 82a 17 



2,824,770.00 



93,424.27 
2,817,532.48 
2, 616, 79a 80 



249,712.21 
* '36,'536.*97 
'i39,'853.6i 



5,600,080.03 

134,382.42 
2,580,254.09 

575,433.18 

85,857.10 

2,780,037.91 

6, 195, 18a 98 

9,609,906.35 

215,609.25 
1,184,393.19 



214,123.91 
'""226,' 792. 17 

2,041,600.50 



362,784.21 



7,340,766.63 



4,779,508.86 
182,527.54 



1,189,280.24 
250,275.19 
216,482.37 
141,901.68 



173,450,555.751 



MateriaUt^: 

supplif.^ 
Dec.31.l«r 



$i,eo7.'%- 

11.994.ir 
1.211.*: 



243. rr I 

10.260.2 I 

»422.4-- I 

U0.719.M I 

1-17.64 J 



12,035,'.-^. 

» 8,862. - 
45,846.- 
2,619.t._ 
»225.i'< 
» 7,071. :-- 
»5,5H>. V, 
<t* * 
202.^. 
Ma:. 



»60S.4i 
» 563. z:.' 



»5.735.:» 

»162.-- 

I,0> •- 

»632 i' 

»5W - 

»3,157 .. 

»23,2^7 .- 

» 10. i^ ■ 

7rr. - 



tt 



4 : 



»3.4*^ - 



1S4 



I6> 



1«7 

121,'^f 

3.544 

12+'^ 

i.re- 
11,:.='^ 



510. «IT 



1 Materials and supplies exceed amount of open account. 

The above table includes data for class I railroads only (which represent approztmately 
the m/ieage of all railroads In Federal control). 
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Mr. Slxmp. That is right. 

Mr. Shs»L£T. This must be borne in mind. A railroad might owe 
us $100,000 on open aceoimt and have turned over to us materials 
and supplies amounting to Sd5,000. We do not undertake in that 
case to hold in abeyance our claim for the open account, we only hold 
in abeyance our claim for the open account when the materials or 
supplies are equal to or in excess of the open accounts 

Mr. BnxEs. Where the materials and supplies turned over do not 
equal the amount, it is fair to assume that tnat is a weak road« and 
assuming that, then there would be from the standard return of 
the weak road no money from which you could coUect tliis claim that 
you say you will assert, and if they have nothing over and above their 
Hxed chai^ges out of which you can secure money to pay this dehcit 
in the amount of materials and supplies, how can you collect it i 

Mr. Sherlet. I do not think your assumption that it would always 
indicate a weak road would be borne out by the facts. In some 
instances, the railroads had undertaken, just prior to Federal con- 
trol, to accumulate very large supplies of materials and supplies 
anticipating a rising market, and Uie result was that those railroads 
turned over to us very great quantities of materials and supplies in 
excess of what they owed us on open account, and yet it would not 
indicate fairly their financial strength or weakne.ss. ^ 

Mr. Bybses. Take the instance )of a weak road where, when you 
struck a balance, you foimd that they did not turn over to you 
materials and supplies to offset the advance on open ac-count I 

Mr. Sherley. You appreciate that the turning over of the mate- 
rials and supplies occurred in January and was not in any way 
involved in the question of open account. 

Mr. Bybxes. The materials and supplies turned over in January 
did not offset the advances that you made upon open account, auH 
the weak road is not to-day makmg the profit that will enable you, 
over and above the fixed charges, to pay that claim, how do you tiope 
to offset that ? 

Mr. Sherlet. In such a case, to the extent that we could not 
withhold from the standard return, unless the road had securities of 
value that it might sell or borrow on, it could only pay by the issuance 
of new securities of its own and financing them, and its ability to do 
this will be dependent on many factors, as I have stated previously. 

Mr. Byrnes. What percentage, would you say, of your $100,000,- 
000 would be unsecured by materials and supplies i 

Mr. Sherley. The $100,000,000 is all secured bv materials and 
supplies, but there are on open account, not secured, by supplies, an 
amount which I do not now recall, but there will be only a very small 
proportion that we may not be able to settle by deductions from 
standard return. 

Open Accounts Due Railroad Administration. 

The Chairman. Mr. Sherley, the railroad companies owe the Rail- 
road Administration on open account approximately $190,000,000. 
That is true, is it not? 

Mr. Sherley. Yes, sir. ^ 

The Chairman. Tne Railroad Administration owes the railroad 
companies on open account about $77,000,000 i 
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Mr. Sherley. Yes, sir. 

The Chairman. I understand that you propose to collect practica. 
imniediately a good part of the $190,000,000 that the railroad n*; 
panics owe the administration on open account ? 

Mr. Sherley. We are going to collect, just as we are going to : 
reimbursed for the additions and betterments, as rapidly as possil 
but there is no substantial difference, Mr. Chairman, in getting nioi.. 
from the railroads, as to what you get it for, after you have dedu^ h 
from the standard return such moneys as you can, the balance t' 
they owe you is a question of their ability to pay, whether it be «! 
you on open account or on additions and betterments. 

The CiL^iRMAN. But the fact remains, Mr. Sherley, that you exp 
to get about $90,000,000 from the railroad companies on open ac« ou 
as soon as the appropriation is made ? 

Mr. Sherley. Yes, sir. 

The Chairman. And you expect also to retain practically all r 
$77,000,000 which you owe the railroads on open account to exp» 
on the roads in additions and betterments ? 

Mr. Sherley. We expect to offset the expenditures for additi- 
and betterments by amounts due the railroads to the extent 
$61,000,000, as shown in this balance sheet. 

The Chairman. In addition to these items, are there any !•: 
items either in capital expenditures or other accounts or sources v 
you expect to raise any money from the railroad companies ? 

Mr. Sherley. Mr. Chairman, as I understand it, we have ta-. 
credit for all the sums that we think we can take credit for in con: 
tion with the 1918 expenditures, the result of that credit taking h« 
that there is of our expenditures on behalf of the railroads an amour* 
$352,553,455 which will remain as a sum expended for their ben- 
in 1918, which we can not at this particular time collect from tl 
and, of course, there will also remain in our hands certain monev 
the way of working capital. 

The Chairman. But you do not have in mind any specific f 
from which vou can collect anv additional sums from the railr 
other than you have already specified ? 

Mr. Sherley. I do not. 

Balance on Hand May 21, 1919. 

The Chairman. When you made the statement yesterday tha* 
May 21 if all of the Federal treasurers' vouchers, pay rolls, and cht 
on hand and outstanding at that time, amounting to $174,534.. 
were paid it would take all the cash you had on hand and $17,»st*M' ^ 
additional, did you take into consideration also the amount in ' 
hands of the conductors and agents of the roads? 

Mr. Sherley. My understanding is that those figures conteni:-. 
all the moneys that were to the credit of the Federal treasurers " 
did not embrace funds in the hands of agents and conductors. 

The Chairman. You do not carrv the conductors* balanct*> ? 
the amounts in the hands of agents as cash ( 

Mr. Sherley. No. Those amounts remain necessarily const.. 
they must, practically, because thej^ are like money in a cash dnf 
it goes out and comes in, but a certain amount is required thor. 
change, and this amount of money is necessary in the hands i»t 
agents and conductors. 
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The Chairman. I understand that, but that amounts to more than 
you say your cash on hand does, $156,673,463; your conductors' 
balances and amounts in hands of agents amounts to more than that, 
as a general rule ? 

Mr. Sherlet. We have been stripping our Federal treasurers of 
aU the money that they could possibly spare in order to bring it into 
our central treasury here, in order that we might in turn redistribute 
that to the roads that happen to need it. 

The Chairman. In addition to the $156,673,403 which you ha<J 
on hand as cash on May 21, what amount did you have in the hands 
of agents and conductors ? 

S&. SBerley. I am not able to answer that, Mr. Chairman, as of 
that date. I do not think that the treasurer gets daily accounts of 
the moneys in the hands of agents and conductors, though he does 

fet in reports daily as to the treasurers, who in turn are supposed to 
eep track of the agents' and conductors' balances. 

The Chairman. Those balances remain practically constant, do 
they not? 

Mr. Sherley. At least approximately the amount that was indi- 
cated as being in their hanas on January 1, 1919, should be in their 
hands now. 

The Chairman. That is about the minimum amount that is usually 
left with them ? 

Mr. Sherley. I should think that that certainly did not represent 
any surplus over what should be with them. 

The Chairman. Have you the figure there as to the amount? 

Mr. Sherley. They had on January 1, $142,714,809. 

Mr. Chairman, I desire to emphasize this fact in connection with 
the statement that I read yesterdjay and which you have been speaking 
of. That is, if the Railroad Administration on May 21 had ordered 
the treasurers in the field to pay the outstanding vouchers and pay- 
roll checks then due, those treasurers in the field would have been 
short by nearly $18,000,000 of having the cash necessary to do it, 
and that if in turn they had called upon the central treasury to make 
good that shortage, we would have had in the treasury here some 
seventy-six million doUars only against which there were over 
$46,000,000 of vouchers. In other words, we would have had about 
$30,000,000 of free cash here, and if we supplied the $18,000,000 of 
cash there we would have had left about $12,000,000 all told, exclusive 
of the one hundred odd million dollars that is in the hands of agents 
and conductors, and which was necessary to be constantly in their 
hands. That is a pretty depleted treasury. In addition to that, we 
had outstanding all of the certificates of indebtedness to the railroad 
companies and to the equipment people, and additional accounts 
daily becoming due. 

Comparison of Estimates Submitted. 

Mr. Chairman, I desire, with your permission, to make this statement 
relative to the difference between the pending estimate and the one 
before the last Congress and for easy reference I wall again insert 
at this point the exhibit Mr. Hines placed in the record in connection 
with his remarks. 
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Statement showing comparison of estimate submitted to Appropriation Committte f 

ruary, 1919, and actual estimate now submitted, 

REQUIREMENTS* FOR 1918. 



Standard return 

Additions and betterments 

Advances to inland waterways 

Loans to New York, New Haven & Hartford . 

Total 



RESOURCES. 

Income from operation 

Ddduct working capital as follows: 

Cash 

Agents' and conductors' balances 

Credit for material and supplies 



Less outstanding current liabilities. 



Standard return of companies applicable to A and B. 
Open account due compuiies applicable to A and B. 

Revolving fund 

Appropriation required , 



Total. 



NET REQUIREMENTS. 

Additions and betterments 

Working capital 

Credit for material and supplies , 

Advances to inland waterways 

Loan to New York, New Haven & Hartford . . . 
Operating deficit 



Total, 1918. 



Revolving fund 

Additional appropriation. 

Total 



APPROPRIATIONS. 



As submitted 
to Appro- 
priations 
Committee 

February, 1919. 



Final fir • 

Dec. 31,.. ■ 

asshovr 

balance ^1- 



1928,314,372 

573,334,119 

4,361,486 

51.475,000 



732,314,372 



247,100,000 
154,100,000 I 
100,000,000 



501,100,000 
162,047,865 



339,052,135 



393,262,237 
214,211,190 
68,20^,646 
500,000,000 
381,806,904 



1,557,484,977 1.5*5. 



290,918,283 
239,052,135 
100.000,000 
4,361,486 
51,475.000 
196,000,000 



881,806,904 



500,000,000 
381,806,904 



881,806,904 



« 563. 7». 
4^4^ 



1,557,484,977 I 1,555 V 



704.1^ 



322.' 
142. 7 
lai,'" 



56.") > 
263.^ 



301. 



402.' 

>6l i. 
5'Ti). • 
441.* 



»3.32 

21)1 

llj' 
•> 

4*^ 
23fi 



941. 



441. 



941 < 



REQUIREMENTS FOR 1919. 



1. Expenditures contemplated on in- 

land waterways 

2. Financing Boston A. Maine reor- 

ganization 

8. Equipment (Railroad Administra- 
tion) 

4. Other A and B (except Railroad Ad- 



mmisiration eqmpment; 

5. Operating deficit, nrst 4 months of 

1919 

6. Additional working capital 



Total, 1919 
Total, 1918 



Grand total. 



As submitted to Appropria- 
tions Committee Fei)., i919. 



Estimated 
expenditure. 



$12,840,000 

20,000,000 

286,000,000 

491,000,000 



809,840,000 



Amount to be 
appropriated. 



$12,840,000 
20,000,000 

286,000,000 
49,353,096 



368,193,096 

381,806,904 



750,000,000 



Final figure^ Dec. 31 
as shown by l^lancr ^ 



Estimated 
expenditure. 



A none 

appropr 



$11,700,000 

20,000,000 

245,585,643 

584,466,022 

250,000,000 
223,061,803 



1,334,813,467 



1 



$11 "• 

2i' • 

22 * 



4^: 



i.a» 



J Additions and betterments expenditures. 1918 >. $5*^ *■ 

Credit by deduction from standard return $149, 814, 794 

Credit by amounts on open account due railroads 61« 414, 076 

2i:.- 



Amount to be carried for the present by Qoveniment. 



a;.. 
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A^ccording to the estimate submitted last February in order to 

clos^ out 1918 there was needed $381,806,904, whereas according to 

the estimate as now submitted there is needed $441,802,438. That 

is a difference of a little over $60,000,000. That is largely accounted 

for — ^it fluctuates in various details, but it is largely accounted for by 

llie fact that instead of being able to retain out of the standard return 

to the railroads $214,211,190, as was estimated when the previous 

estimate was submitted, we are able to retain only $149,814,794, and 

that instead of having $68,204,646 due from us to the railroads which 

we could offset against their indebtedness to us, we had really $61,- 

414,076. Those two figures practically accoimt for the difference of 

S60, 000,000 between the estimate for 1918 as submitted in February 

and the estimate for 1918 as submitted now. The other differences, 

minor in character, are only such as occur in connection with the 

closing of the accounts for the year, as compared with the fact 

that tne former figures were of necessity partly estimated. They 

are, however, differences only of minor detail, practically offset 

each other, and do not need explanation here. Ii to that you add 

for 1919 the $250,000,000 deficiency incurred you have $310,000,000 

of differences between the two estimates which would bring our 

estimate from $750,000,000 to $1,060,000,000. 

As to the 1919 estimate then submitted and that now submitted 
the first difference is that the former estimate had no provision for 
any deficit in operation of the railroads; in other words, it was sub- 
mitted on the assumption that the receipts from operation would 
equal the standard return to be paid to the roads. The present 
estimate carries an item of $250,000,000 to take care of the deficiency 
incurred during the first four months of the present year in the opera- 
tion of railroads. In other words, it represents the amoimt that the 
; net return from operations fell short of the standard return to be 
paid for the four months* period. 

i Another difference is in the fact that in the previous estimate sub- 
! mitted, the equipment to be paid for in 1919 was estimated at $286,- 
j 000,000, whereas in the present estimate it is stated at $245,585,643. 
, In the previous estimate $491,000,000 was stated as the amoimt of 
additions and betterment expenditure excluding railroad adminis- 
tration equipment, of which amoimt it was estimated that $49,- 
353,096 would need to be financed for the immediate future by the 
Government; whereas the new estimate is predicated upon an ex- 
penditure of additions and betterments other than railroad ad- 
ministration equipment of $584,466,022, but it is estimated that this 
practically in its entirety will be financed by the railroad companies. 
Or to put it in another way, throwing the equipment ana other 
additions and betterments to oe financed in 1919 together, the pre- 
vious estimate, as submitted, contemplated an expenditure for addi- 
tions and betterments of $777,000,000, of which $335,353,096 was 
to be financed for the present by the Government; whereas, the new 
estimate contemplates an expenditure in the way of additions and 
betterments including railroad administration equipment, of $830,- 
051,665, of which $253,435,760 is to be for the present financed by 
the Government. 

The figures now submitted represent more accurate budgets for 
the various railroads touching additions and betterments, but as 
has been explained heretofore, the increase in amount of such esti- 
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mate does not represent in any sense a greater load than it is prop- 
will be carried bv the Government, but such additions and btt 
ments will be undertaken only to the extent that they are an abs< ! 
necessity in the interest of safety in those cases where the railr. 
can properly finance them, having in mind that such financing -: 
not delay repayment to the Government for previous financing li- 
by it for theur benefit. 

The other difference between the previous estimate and the pD- 
one is in the item of $223,061,802 for additional working caj*:* 
and the need for that is this: 

It is not possible in a huge business of this kind — this is the hi::; 
business in the United States short of the Government busino>- 
is not possible to immediately transfer from one hand to an« ' 
moneys and to strike a balance by a credit and a debit, you 
bound to go forward and do certain things yourseK, first, in •• 
that the other fellow may do certain things in his turn, ami • 
constant shortage of money in the hands of the Railroad Admi 
tration as a working balance, handicaps it in the getting of di>o<K- 
for much of the materials and supplies that it buys, it handica;- 
in paying to the railroads the moneys that they need prompt*, 
enable them, by meeting, without difficulty, their current ol*. . 
gations, to turn around and finance capital expenditures so a- 
reimburse us. The result is that while it is possible for us to 1 
along with a less amoimt of working capital than we have here :t • 
for, it is limping along, and we pay the price of limping in i 
unable to tafee advantage of all of the net prices that come - 
concern with plenty of money. Any business that is being ruh ' 
has enough cash to enable it to always discount its bills can -i: 
great deal of money. 

The Chairman. Of course, Mr. Sherley, that matter could !> 
tended just as far as you cared to extend it, according to your t. 
of additions and betterments. If you submitted an estimi/ 
$1,000,000,000 instead of $830,000,000 for additions and bet ton 
you would just by that extent require an increased appropriati 

Mr. vSiiERLEY. No; I think, if 3^011 please, Mr. Chairman, tii:r 
are under a mistaken impression touching the $830,000,000 of * . 
expenditures for 1919 to be made on the railroads. It seom> t 
that there has underlain a number of inquiries the assumptior * 
you thought by the reducing of such expenditures we could ' 
our need for money less. There are two objections to that, 
first is this, that even if no capital expenditure for 1919 was mu 
aU, other than to pay for equipment alread}^ ordered, there ^ 
be required to be paid by the Railroad Administration, in tij 
instance, $215,585,643 for the equipment. Now, all that u» 
carrying in this statement as the amount of money which «• 
to put into ^capital expenditures for 1919 for the benefit of tli* ' 
roads, which they are not expected to repay, is $253,435. 7r." 
difference of something like $8,000,000. IJut, there is a (k; 
objection. It is not a matter of option as to what additions ari'' 
terments shall be made for the railroads. It is not possible t 
stop and say to a railroad, "You shall not make additions ai 
terments. '* That is, if you expect that railroad to perform it 
tions as a common carrier of passengers and of freight. 



o - 
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This has happened as to every bit of additions and betterments 
ihat are to be made: An inquiry was set on foot in November, since 
the armistice was signed, to ascertain what of it could be ehminated. 
-Vs to some of it, the work had processed to such a point that you 
had to go forward with it, other of it had to be done in the interest 
of safety, and in each instance' it has been checked and no new work 
not necessary for the absolute proper going forward of the work of the 
railroads is being permitted to be undertaken, unless there is a clear 
ability on the part of the railroad to finance it, and bv "clear ability 
on the part of the railroad to finance it," is meant also a considera- 
lititi of its ability, incidentally, to repay us. In other words, we are 
not going to let them take on unnecessary new work and finance it 
and thereby postpone the repayment to us of a debt previously 
incurred. 

Now, if you will look at the table which we put into the record, 
toui:hing additions and betterments for 1919, other than equipment 
ordered by the Railroad Administration — incidentally there is 
e(]aipment that is being ordered at tlie instance of tlie railroad 
companies outside of this railway administration equipment, cabooses, 
rertain passenger cars, and things of that sort — you will see there is 
K84,466,022 worth of additions and betterenients contemplated, 
esriiisive of the Railroad AHministratimi's enuinment for Iftlfl. and 
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The Chairman. Your statement would lead one to believe that so 
far as equipment is concerned we are boimd to pay for it, and, of 
course we are, but that it is rather problematical when we will get 
anything back in the way of returns from the railroads. 

Mr. Sherley. No, I did not mean to give that impression. It is 
one thing to get money back and it is another thing to get it back 
in time to pay your bills. We have got to pay this out m the first; 
instance, and we can not hope to get any material amount of money 
back prior to the beginning of the year. There is another point. 
Mr. Clxairman, that I think is worth bearing in mind, and in this I 
express my own personal view, and do not mean in any wav to express 
the view that Mr. Hines may hold. This estimate is predicated upon 
the assumption that there will be only $250,000,000 of deficit over 
the entire year. I hope that the increase in traffic will serve to make 
the balance of the year yield a sufficient amount of money to pay it< 
part of the standard return, but if it should not, we would have an 
additional amount to meet on that account, and if there be any 
leeway here and there, it must be borne in mind that in dealing with 
such a colossal task as this, with so many necessarily varying factors, 
we have not been wild in what we have asked. We have tried to 
come and show to the committee the entire picture, the bad and 
good together. If we can get these sums repaid sooner than expected, 
and if the earnings improve so that conditions are better than they 
are now, I am sure that nobody will be more pleased than the men 
who are charged with this work. If, on the other hand, things 
should get worse, what we have been presenting here, if it did not 
tell the whole story, would bring an embarrassment upon the Gov- 
ernment that we would properly be blamed for. 

Mr. Byrnes. Mr. Sherley, how can you hope, if the statement of 
the director is correct that you are going to get $1.25 as against SI. 
owing to the increase of 25 per cent in rates, to pay for labor which 
is now as $1.50 against the former cost and material that is $1.60 as 
against the former cost of material ? How can you figure anything 
but a continuing deficit? 

Mr. Sherley. There is a belief that you can figure it in this way: 
A railroad has certain fixed expenses that exist almost without regard 
to the volume of business that it does. It is like any other busine^s. 
except that it is more pronounced in that regard. A grocer has 
certain expenses in the way of clerks, rent of buildmg, and money 
in stock of goods, and if he only does a small business, his investment 
and his expenses will eat him up, but if he can expand his business, 
his expenses will not expand in the same ratio, and he may by selling 
at the same price proceed to make a profit where before he made a 
loss. Now, the railroads have certain fixed charges that you can 
not reduce, but if you can increase by 20, 30, or 50 per cent the 
volume of the business and if you do not correspondingly increai^e 
your expenses a profit may be made. After you reach a certain 
point your additional business becomes almost velvet. It helps to 
take care of and to distribute charges and expenses so as to make a 
profit where previously there was a loss. 

Mr. Byrnes. That part of the business would have to increas<* 
more than 50 per cent. 
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Mr. Sherley. I am not sufficiently skilled to make my opinions 
of any value on that, and Mr. Hines' judgment on that would be 
worth one hundred fold mine, 

Mr. Slemp. I want to ask one brief question, and then I am through. 
Your statement was that the amount of money put in the capital 
expenditures for 1918 would be rather small as compared with the 
amount put into capital expenditures per year in previous years. 
Now, the total amount to be expended in 1918 and 1919 will be 
about $1,400,000,000, and dividing that by two, you would have 
$700,000,000 per annum. Will you furnish for the record a state- 
ment showing the expenditures in previous years ? 

Mr. Sherley. Yes; I will bo glad to put such a statement into the 
record. 



JAL EXPBNDITUBES ON CAPITAL ACCOUNT FOR 10 YeaHS. 

0/ alt railroads except awilcking and terminal companiet. 
IV, Appendli C, of the Thtrty-Bwond Annual Reporl of Ibe imeratatB ■ 





pi-nr.«i>- ! Increase duT- 


JUD«30— 








13; SI2, 3781845 
16,004, 744,906 
18,588,603,108 
1T,IS3,TS5,M8 

1?!6S4! 739^585 

^17,837,824,883 












'392; 366, 121 










217,(»B,8B5 

'162,888,268 
'768,000,000 


D«.31— 










6,370,868,343 
566,300.880 











nent ol R. S. Lov-elt Ih 



ticlBD ol InteratBle Commrrcc Commlssian. 
era' reports to the Inttrstalc Commercf 

t«e on iDMrsIats and Foretini Commerce.l 



Year ODded June 30- 


Total. 


Increase. 


'ZS," 




(11,430,387,038 
13.030.314,328 
1353274*773 
13,930,420,742 

17,070,028,581 
17,648 816.961 
17,862,416,850 


1 m 

«9 
120 

m 













































D 10 years 1S,»II,087,« 



256 appropriation for control of transportation systemr 

Estimated Time of Return of Money to the Government 

THE United States. 

The Chairman. Mr. Sherley, have you made any estimate as i 
when this money will commence to come back to the Government • 

Mr. Sherley. Mr. Chairman, I hope in the very near future i 
begin to get some considerable sums. Every now and then we : 
a little money, but it has been very little. There are a number 
railroads that have practically perfected their plans to finance ti 
own needs. As I stated before m speaking of the equipment, if ' 
general plan does not go through, we will be able to immedia'- 
get some money from a number of railroads. If the general j' 
does go through, we ought to get quite a considerable sum of m<' 
in the course of two or three months. I am afraid it will take • 
lawyers and bankers two months to work out the details of 
equipment trust involving $300,000,000 even after they have agr^ 
on tne principles. 

Hie Chairman. Assuming that the roads will be turned back 
their owners at the time the President has indicated that they v 
be turned back, which, I believe, is January 1, how much <►( * 
revolving fund can safely be relied upon as coining back to ' 
Treasury of the United States by that time? 

Mr. Sherley. Mr. Chairman, you have asked me a rather difii 
question and a question I have thought a good deal about. I 
rather in hopes with the turning back of the railroads we wil. 
able to practically cover back into the Treasury all of our workirg • • 
tal ; but it is quite possible that it will take some weeks to brin<: * 
about, and it is possible that in a few instances it might take Im : 

The Chairman. That amount you estimate to be $425,000, OOo 

Mr. Sherley. Yes. 

The Chairman. The rest will then come in, in various amo^: 
stretching over a period of a number of years? 

Mx. Sherley. Unquestionably, and there is going to be a : 
of these expenditiires that will not come back for quite a nur 
of years, unless the credit of the railroads shall so much inif' 
as to enable even the weakest to finance their needs without diffic. 
However, I do not want to delude myself nor the committee 
the belief that we are going to be able within a year, we will - 
after the 1st of January, to clean the slate. Some of those ma*' 
will run along for a number of years, and there will be some ma* • 
in dispute that will run along for years, and, of course, some i>f i: 
will finally go into the courts. 

Advances Made for Materials and Supplies. 

Mr. Byrnes. Reverting to the question that Mr. Slemp askt <: 
to the $100,000,000 fund which represents the advances that ' 
stated were offset by materials and supplies taken over Januar 
1918, and with reference to those cases where we* did not take • 
materials and supplies which would make an offset under se<*t: 
of the contract, page 67 of the hearings on the last bill, I wouhi 
to know whether it is not provided that in case the assets of a : 
road did not permit the securing of the Government for its advar 
you can deduct from the standard return an amount sufficiri* 
secure or to pay the Government, without first paying the : 
charges, as is necessary in every other case? 
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Mr. Sherlet. As a m&tter of right, yes: but 

Mr. Byrnes (interposing). Well, as a matter of contract? 

Mr. Sherlet. Yes: as a matter of right and contract, but as a 
matter of practical ability there are other things to be considered. 
Take the situation now. Ought the Raihiiad .\dmiQistration to so 
recoup itself on open account as to deny to a railroad the money neces- 
sary to pay its fixed charges, thereby bringing on default, throwing 
it into the bands of a receiver, and by virtue of that proceeding 
destroying whatever credit it may have? Now, of course, there are 
i-ertain powers that exist here as legal rights that can be exercised, 
but which, if exercised, would produce results that would properly 
bring censure upon everybody responsible for their exercise in such 
a rnanner, and it is a matter of nice judgment as to how far you can 
insist upon certain things. I take it that while we must do every- 
thing we can to recoup tne Government, we ought not incidentally fo 
do anything to unnecessarily break down the railroads and the ircredit. 

Mr. Byrnes. I agree with you that it is a matterof nice judgment. 
What do you think as to whether or not you should pay over to a 
railroad sums necessary to meet not only fi.xed charges, but dividends 
when they might owe us a considerable amount of money for which 
we have no security. 

Mr. Sheeley. As to dividends, I agree with you that that is a case 
in which we ought not to continue to pay the railroads moneys suffi- 
cient to enable them to pay dividends unless there is a very reasonable 
probability of the railroads being able in the immediate future to 
nnance their requirements so as to repay the Government. Right in 
that connection, it is proper to saj- that sometimes a railroad's 
ability to refinance itself would be very seriously hurt if it was denied 
the right to pay a dividend which it nad been regularly paying and 
which its earnings would indicate that it was warranted in paying, 
because a raih^ad can not be expected to pay for its additions and 
betterments, speaking by and large, out of its earnings, but it pays 
for them out of borrowings over a long time. As to the amounts due 
us on open account, as already explamed, we contemplate offsetting 
against the standard return practically all except the one hundred 
miUioD secured by materials and supplies of equal value. The diffi- 
culty is not with the open accounts as a rule, but touching early 
repayment for additions and betterments. 

^otidenaed Mlatem/M ahnwinti moneys nfeiied o* working raptlal, and because of eiiKndit\<n3 
/or the btnefit of the nplroads for uddiliom aiul brttfTinenU irhich canno( he intmtdiaUhj 
rtpaiil to Ute Goiernment, ami deficits xncimcdin opcraticm oflhf rwidi. 

Amounts expended for additioni and hetterments, including equip- 
ment, 1»18 fBB.'l, 782, .124 

-Amounts (iiie railroads ou Btondard return or open account applirahle 
for rf payment, 1918 211, 228, Sfifl 

Amountfl cup^ndpd for additione and liptlermenta, includine 
equipment, nece,=aarv to be oarritd for the present by Railroad 
Adminiatration '. 352,553.4.55 

Amounts expended or to be expended for additions and bettTment^, 
incIudinK equipment, 1919........ 830,051, 6as 

-^joounts 01 additions and betterments, includine equipment, to bo 
financed by .railroads, 1!H9 57fl, 616. fl05 

Amount of additions and betterments, includinjt equipment, 
neccBsary to be tarried for the present by Railroad Adminis- 
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Amounts expended or to be exp-^nd^d for additions and betterments, 
including equipment, to be carried by Railroad Administration, ] 918 . $352, 5a:]. ' 

Additions and betterments, including equipment, necessary to be 

carried for the present by the Railroad Administration, 1919 253. 4V^ ' 



Total additions and betterments, including equipment, to be 
carried by Railroad Administration, 1918 and 1919 605, 98-^. 



Due Railroad Administration on open account by railroads against 

which is materials and supplies taken over of equal amount 100, 00». " ■ 

Loans to New York, New Haven <&' Hartford R. R. and other roads 
in 1918 48. 4>c? «' 

To be loaned to Boston & Maine R. R. in 1919 20, 00*' 



Total amount of investment which can not immediately be 
repaid by railroads 774, 47?,. \ 



Invested in waterways, 1918 2, 641. ^* 

Invested in waterways, 1919 11, 70ri. ••• 



Grand total capital expenditures by Railroad Administration 
for the railroads whi ch can not be immediately repaid by them. 788, 8 1 5. « -^ 



Deficit for 1918 of net operating income to standard return 236, 184 '- 

Deficit for 4 months, 1919, of net operating income to standard return . . 250, 00<i j • I 
Working capital 425, 000. (»»l 

-t 

l,700,00n H 
Revolving fund previously appropriated 500, 000. "^ 

Appropriation now asked 1, 200, 00(*. "I 

Note. — It will be observed that of the foregoing sums only deficits for 1918 and I 
1919, totaling $486,184,940, represent an absolute loss. The other sums should ' 
returnable to the Treasury practically in their entirety. 



Thursday, June 5, 1919 

WAR FINANCE CORPORATION. 

STATEMEKTS OF MB. A. W. McLEAN, ACTING MAHAGHC 
DIRECTOR, ACCOMPANIED BT MB. L. B. WEHLE, CHIEF COXJI 
SEL, MB. B. B. BXJBKLIN , SECBETABT-TBEASXJBEB, AMD 1^ 
H. O. MOXJLTOir, CHIEF EXAMINEE. 

Organization. 

The Chairman. Mr. McLean, you are acting as managing direr: 
of the War Finance Corporation, are you not? 

Mr. McLean. I am temporarily acting as the managing director I 
the War Finance Corporation in the absence of the regular managi \ 
director, Mr. Eugene Meyer, jr., who is in Europe at the present ticiH 

The Chairman. There are four directors of the War Finar i 
Corporation ? 

Mr. McLean. Yes. 

The Chairman. Are any of the four directors members of ^ i 
Cabinet, or do thev hold any other official positions under the Govi*: 
ment aside from tneir connection with the War Finance Corporate • | 

Mr. McLean. The Secretary of the Treasury is ex officio the cha \ 
man of our board by virtue of the statute creating the War Fiua. 
Corporation. 

The Chairman. You have four directors in addition to him ? 
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Mr. McLean. Yes. 

The Chairman. The four directors receive a salary of $12,000 per 
3ar each ? 

Mr. McLean. Yes, sir. Grov. Harding of the Federal Reserve 
oard, is a director, and he receives no salary from the War Finance 
orporation, but is paid a salary by the Federal Reserve Board. 
The Chairman. Who are the members of the board ? 
Mr. McLean. Eugene Meyer, jr., of New York; Clifton M. Leonard, 
Chicago, and myself, and, in addition, W. P. G. Harding, who, as I 
id, is also governor of the Federal Reserve Board. 
The Chairman. How large a force have you in your office ? . 
Mr. McLean. We have a very small force. I nave had prepared 
the short time at our disposal a list of all the personnel. We had 
get this information up very quickly because of the fact that we 
id only a little over two nours' notice. We have a very small force, 
id it is very hard to get up any extensive information on such short 
►tice. 

The Chairman. What is the total of the annual salaries paid, 
eluding those of the members of the board ? 

Mr. McLean. Do you mean the total amount that we have paid 
t to date or the total of the monthly salaries ? 
The Chairman. You can rive the total of the monthly salaries, if 
u have it in that form, rnt into the record the table that you 
ve before you giving your organization and the salaries paid. 
Mr. McLean. This really shows the total amoimt of the salaries, 
d it is only a question oi computation as to the total. 
(The table referred to is as follows:) 

War finance corporation personnel as of May Sl^ 1919. 



Designation. 



rectors, at 

leral counsel, at 

Bulting counsel, at 

al assistant to general counsel, at 

Wary-treasurer, at 

it examiner, at 

>f cattle loan Inspector,* at 

etary to director and reporter of hearings before board, at . 

a-etaries to directors, at 

d clftfk, at 

)f clerk, at 

• clerk,' at 

if bookkeeper, at 

okkeepers, at 

iistant l)ookkeeper, at 

inographers (4 as secretaries),' at 

tnoRrapher, at 

jnographers, at 

rk, at 



Annual 
salary. 



?3sen5:crs,at. 
BTwomen, at . 



$12,000.00 
7,500.00 
5, 100. 00 
3,000.00 
5,000.00 
6.000.00 
6,000.00 
3,000.00 
2,400.00 
3,000.00 
2.000.00 
2,000.00 
3,600.00 
2,000.00 
1,500.00 
1,800.00 
1,600.00 
1,500.00 
1.650.00 
960.00 
312.00 



Total 

Total of pay roll for month of May, 1919. 



I 



Total. 



$36,000.00 
7,500.00 
5, 100. 00 
3,000.00 
5,000.00 
6,000.00 
6,000.00 
3,000.00 
4,800.00 
3,000.00 
2,000.00 
2,000.00 
3,600.00 
4,000.00 
1,500.00 
12,600.00 
1,600.00 
3,000.00 
1,650.00 
2,880.00 
624.00 



114,854.00 
9,232.78 



>flice of chief cattle loan Inspector abolished, effective Jiuie 1, 1919. 

^aw clerk retired from service June 1, 1919. 

(ocretary to general counsel retired June 1, 1919. Secretary to chief examiner retires July 1, 1919. 

f)TE.— The nature of the corporation's work is such that its employees must have had long experience 
peculiar fltnesa, and they are compelled to do a considerable amount of overtime work, their hours 
iieing from 9 imtil 6.30 and 7, with' occasional night work. For these reasons, and owing to the (act 
tne corporation is merely a temporary organiisation, not under civil-service regulations, it has been 
ssary to pay salaries slighcly above the average paid in the regular Government departments. 



260 APPROPRIATION FOB CONTROL OF TRANSPORTATION SYSTEM^. 

Pay roll of the cattle loan agency^ War Finance Corporationy at DallaSy Tex., as of i 

15, 1919. 



Designation. 



Secretary 

Manager 

Stenographer. 



Total. 



Annoal 
salary. 



$1,200.00 
1,200.00 
1,200.00 



To: 



1.-" 



3. - 



O**--! 



PURPOSES OF ACTIVITIES. 

The Chairman. Mr. McLean, the War Finance Corporation w 
created by the act entitled '^ An act to provide further for the natior 
security and defense and for the purpose of assisting in the pr 
cution of the war, to provide credit for industries ana enterprise> I 
the United States necessary or contributory to the prosecution 1 
the war, and to supervise the issuance of securities, and for otil 
purposes, approved April 5, 1918." That act was further amen«i« | 
by the act of March 3, 1919. By the original act there was appr i 
priated $500,000,000. Now, in addition to the appropriation I 
$500,000,000, Have yon issued any certificates of indebtedness 1 
bonds? 

SALE OF BONDS. 

Mr. McLean. We have only called upon the Treasury for $35 
000,000 of the $500,000,000 capital that the act authorized to 
subscribed by the Secretary of the Treasury, so that there has h*- 
paid into the corporation as capital stock by the Secretary of : 
Treasury $350,000,000. As of April 1 we issued 5 per cent bo: 
amounting in the aggregate to $200,000,000. 

The Chairman. Were those bonds sold on the market? 

Mr. McLean. Yes. 

The Chairman. What rate of interest did they bear — 5 per cei.' 

Mr. McLean. Yes. 

The Chairman. Were they sold for pari 

Mr. McLean. Yes; they sold for par. They were sold through : 
Federal reserve banks, which in turn distributed them to the pubi | 
through other banks very much on the same basis as Liberty Dor* \ 
were distributed, and the banks and dealers were allowed one-eigi I 
of 1 per cent commission. 

The Chairman. When do they mature? 

Mr. McLean. One year from date. 

The Chairman. Have you received any funds from any ot'rl 
source than the $350,000,000 from the Treasury and the $200,000.' 
from bonds ? 

Mr. McLean. Only the $350,000,000 from the Treasury and ' 
$200,000,000 from bonds. 

The Chairman. That is all vou have received? 

Mr. McLean. Yes; except from the loans that have been repa i 

The Chairman. And interest on the loans ? 

Mr. McLean. Yes. 

The Chairman. But you have issued no other evidences of c- 
or anything of that kind ? 



AX>FK0FB1ATI0N FOB CONTBOL OF TRANSPORTATION STSTBKS. 261 

"Mr. McLean. None whatever. 

The Chairman. To what extent have you outstanding loans at the 
^>re3«nt time^ 

XIt. McLean. I can give you a list of the loans. 

'X'te Chajbuan. Suppose you give us a list of the loans that you 
ha.'ve made. 

Mr. McLean. I can give you a copy of our balance sheet for May 
^1 , -w^hich shows a statement of the total assets and habihties. 

Loans Outstanding. 

The Chairman. H^ave you there a complete list of loans now out- 
standing of the War Finance Corporation f 

Mr. McLean. I have up to May 31. 

The Chairman. Suppose vou supply that for the record. 

Mr. McLean. I have the list here. 

The Chairman. To what extent have you outstanding loans with 
banks at the present time, or as of May 31 ? 

Mr. McLean. Well, we have under section 7, paragraph 1, 
S2/>50,240.11; under section 7, paragraph 2, wo have $1,282,725, and 
Tinder section S we have $22,000. Those are all to banks and trust 
companies. 

The Chairman. What is the distinction between the loans under 
those various sections^ 

Mr. McLean. You will observe by reference to section 7 — 
that the corporalioii shall be rinpawprpd and authorized to make advanots, upon Buch 
tprnw. not inconfliBtent hcrowith, as it may pnacribe, for periods not pKrwdiiif; Hve 
years from the reeppctive datts of auch advanrcs. 

Paragraph 1 of that section reads: 

1,11 To anv bank, Itanker, nr trust company, in the United Rtatre, whirh shall have 
nuide after April 6, 1(117. and which shal! ha\e outetandinp, any loan or loans to any 
poraon, lirm, corporation, or aseodatiou, conducting an psTablishf-d and eoini; bwdni'BB 
in th-i United (4tat«H, whoitp operations shall be n>^('(aiary or contributory to th(> 
prrwecutiou of the war, and evidenoi'd bv nol.' or notis, but no such ad\aniie shall 
exceed "5 p?r centum of th'; face value of such loan or loans. 

That is subsection or paragraph 1 of section 7. Subsection or para- 
graph 2 of section 7 reads: 

To anv bant, banker, or trust company in the United States, which shall have 
rendered financial asaistance, directly or indirectly, to any such person, firm, cor- 
poration, or association by the purchase after April G. 1917, of lis bonds or other obli- 
gations, but no such advance snail exceed 75 per centum of the value of such bonda 
or other obligations at the time of such advance, as estimated and detemiined by the 
board of directors of the corporation. 

So that the conditions applying to these loans are a little different 
under the two subsections or paragraphs of section 7. Under section 
8 you will observe that we are authorized to make loans to banks 
under certain circumstances a little different from those authorized 
to be made under section 7. 

The Chairman. What is the nature of the security taken for the 
repayment of those loans '( 

Mr. McLean. Do you mean those to the banks? 



The Chairman 



Y^! 
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Loan Made to Preserve Breeding of Stock Cattle. 

Mr. McLean. A large percentage of those loans that have b» i 
made to banks are loans that were made to preserve the breeili .] 
stock cattle in the drought sections of the Southwest, and some w ri 
made to banks in those sections for agricultural purposes an<i i 
move the crops. Inasmuch as the loans that were made to the ba: i 
under section 7 for the purpose of preserving the breeding cattle wtri 
made for the same purposes and for the same reasons that the din- 1 
loans were made to the cattlemen under section 9, it might be w» I 
to consider those classes of loans together and to explain to the coc 
mittee the conditions which influenced us to make those loans. 

The Chairman. What I asked for was the character of the secun* 
if any, taken from the banks when you made the loans to the ban^• 

Mr. McLean. We took the notes of cattlemen if we made loar 
direct upon cattle, and in case of loans to banks we took the note;^ 
the bauKS secured by the customers' notes to the banks. In oti 
words, we advanced 75 per cent of the amount that the banks Ll 
advanced to the customers. We took over what securities they hs 
taken, and, in addition to that, we took their notes or indorsemen* 
In other words, it amounted to a rediscount operation. 

The Chairman. When do those loans mature ? 

Mr." McLean. Most of the cattle loans mature in October a:. 
November of this year. Some that matured earlier have been p-^ 
off. We have already had paid off quite a considerable amount 
probably about a third of all cattle loans. 

The Chairman. Now, you have another class of loans that you ar 
making to banks ? 

Mr. McLean. Do you mean under paragraph 2 of section 7 ? 

The Chairman. Yes. 

Mr. McLean. Yes, sir; we have. 

The Chairman. What is the nature of the security taken for tl- 
loans ? 

Mr. McLean. We have a loan to some bankers in Boston, Ma-^ 
for $900,000, that was made upon the security of bonds issued 
public service corporations, or traction companies, that were engaiT- 
m the transportation of troops, munition workers, and lafcr-^i 
generally who were engaged in war work and had to be transpor* 
to and from their work. 

The Chairman. What was the security given? 

Mr. McLean. I have just stated that we took the obligations of * 
banks, in the first place, with additional collateral in the form of : 
public service corporations' obligations. 

The Chairman. You advancea 75 per cent in those cases upon : 
bonds and obligations of public service corporations ? 

Mr. McLean. Yes, sir; we advanced 75 per cent of the amov 
that the banks had advanced, as authorized by the act. 

The Chairman. Then you have still another class of loans, I t: • 
it, that you have made to banks ? 

Mr. McLean. We have under section 8 only $22,000 in h^' 
outstanding. 

The Chairman. What is the nature of the security there? 

Mr. McLean. We have real estate mortgages with quite a s: 
margin. I have not got the amount of the margin here, out we ' - 
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the obligations of the banks secured by real estate mortgages with a 
margin of at least 33^ per cent. 

The Chairman. Those are all short-time loans i 

Mr. McLean. Yes, sir. 

Mr. B^TiNES, What rate of interest do those latter loans bear? 

Mr. McLean. To the banks) 

Mr. Btknes. Yes. 

Cattlb Loans. 

Mr. McLean. Six per cent and in some cases 5 per cent. On those 
small loans, especiaUy upon the cattle loans and the crop-moving 
loans, we charged generallv" the rate of 6 per cent. 

Mr. Byrnes. Whv did thev come to you instead of going through 
the r^ular channel of the federal reserve banks and having their 
paper discoimted there ? Was there some particular reason governing 
all of them 1 

Mr. McLean. Yes. The motive which actuated the War Finance 
Corporation in making loans upon cattle in the Southwest was due to 
a very peculiar condition that had arisen out there. That section 
had had two or three dry years in succession , and the banks out there 
were overloaded. The cattle loan companies that in normal times 
negotiated and carried those loans had reached the point where they 
could not make loans, and where they were forced on account of 
general conditions to insist upon the liquidation of the loans. 

A great many of the bant^ out there had bought Liberty bonds 
and other oblations of the United States Government under the 
encouragement of the Federal reserve banks, which were chained by 
the Treasurj' with placing these Government obligations. In order 
to understand the conditions that existed in reference to these loans, 
we first got a statement from the Agricultural Department that the 
conditions were so bad out there that cattlemen were selling their 
breeding cattle at any price they could get, and I have letters here 
that I would Uke to put into the record showing the statements made 
to us by the Department of Agriculture and bv the cattle associations 
of the ^uthwest. The statement was that unless something was done 
to finance those loans under the pecuhar conditions then prevaUing 
it would seriouslv affect the meat supply of the Nation, and, probably, 
if the war lasted for any length of time, it would seriously affect the 
meat supply of the Army. I would Uke to put into the record, by 
your permfssion, these statements: First, a letter addressed to the 
War Finance Corporation by F. W. Farley, senior animal husband- 
man. Division of Cattle Investigation, Department of Agriculture, 
dated September 13, 1918: second, a letter from F. R. Marshall, 
Acting Chief Division of Animal Husbandry, Department of Agri- 
culture, dated September 20, 191S: third, a letter addressed to Sec- 
retary McAdoo by Clarence Ousley, Assistant Secretary, Department 
of Agriculture, dated August 4, 1918, and, fourth, a letter addressed 
to Secretary McAdoo, bv John C. Burns, president of the Agricultural 
and Mechanical College'of Texas, dated August 16, 1918. 
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United States Department op AoRicuLTUaE, 

Bureau of Animal Industry, 
Washington, D. C, September /J, JSl* 
Mr. A. W. McLean, 

Director War Finance Corporation, Washin;jtony D. C. 

Dear Sir: In regard to the drought section in Texas, I wish to say tliat on Aur. 
22 and 23 I made a trip from Fort Worth by wa> of Sweetwater and Abilene ' 
El Paso and returned via the Southern Pacific to San Antonio. From Fort Wor: ' 
Abilene the ranges had received light scattered rains and some grass had come ui . 
spots. However, the rains had been insufficient to relieve the situation very rrri . 
From Abilene to Sweetwater the range conditions were very bad with practicall> l 
grass at all. Very few cattle were seen on the ranges and those that were seen •*< 
extremely thin. From Pecos to El Paso the grass on the ranges was good and 
cattle looked to be in fairly good condition. I was informed that fairly good Tij. 
had fallen in that section. From El Paso to Alpine and probably 15 or 20 milf« ►*• 
of Alpine good rains had fallen and the ranges were in fairly good condition. Tr ■ 
section last year was hard hit. 1 was informed at Alpine that numbers of cattlen: 
were there looking for ranges for their cattle. The ranges from Alpine to Del h-^ 
were in very poor condition. On August 26 I went through the territory from Ten.^^ 
Tex., to Coleman, where the drought has been very severe for three years. The ranj 
are absolutely bare of any vegetation with the exception of a few shrubs. In is 
thousands of acres of cotton and wheat did no more than sprout. The small pUi' 
of these crops were standing in the fields absolutely dead. Most of the cattlenieL 
Coleman County and throughout the surrounding counties have either sold *: - 
cattle or moved them to i^rass. The few cattle that are still there have from $_" 
$35 feed bills on them and at present are being fed alfalfa that costs from $:W i" n- 
per ton. Bankers seemed to be very restless over the situation and some of them -.a 
they mis^ht sell out and take the loiss. Mr. ( ^resswell, a large cattleman in that ^ 
tion, and who had shipped his cattle quite a distance east to pasture, wastrx'inir t.» - 
400 head of good Angus cows with calves at side for $40 to $50 per head becaure ■» j 
had become exhausted on the range on which his cattle had been running. 

Some of the drought section in Texas has received rains since my visit there K« 
ever, it is my opinion that the rains have come too late to do very much p.'< : 
bringing grass. 

Verj' truly, yours, 

(Signed) F. W. Farley. 

Seiiior Animal Husbandman, in Beef Cattle In vest i- at^.r • 



September 17. 191"* 
Mr. F. W. Farley, 

Senior Animal IJusbandnuni, in Beef Cattle Investigation, Bureau of At. 
Industry, United States Department of Agriculture, Washington, D. C. 

Dear Sir: 1 have your letter of the 13th instant, giving me the benefit or > 
opinion in reference to the cattle situation in the drouth section in Texas, w. 
i have read with much interest. This information will be very useful to us in r 
nection with the effort the corporation is making to preserve the breed cattle in " 
fl3ction through Government aid. 

I shall be vory glad to have you advise me if you think it will be neceesarj- ii«r * 
War Finance Corporation to make loans on stock and breed cattle direct to the cat 
men, or if results can be obtained by making loans through cattle loan comp*i. - 
and banks. There seems to be some division of opinion among bankers in that sect: : 
on the subject. 

The cattle loan agencies which we have established at Dallas, Tex., and KaL-^ 
City, Mo., are now lending direct to the cattlemen and also through banks. V • 
of the loans, however, so far have been made to banks. 

Awaiting your reply, and thanking you for the information furnished, I am. 
Yours, very truly, 

Dirt ■' 
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United States Department of Agriculture, 

Bureau of Animal Industry, 
Washington, D. C, September 20, 1918. 
Mr. A. W. McLean, 

Director War Finance Corporation^ Washington, D. C. 

r»EAR Sir: Mr. Farley has handed me your letter of September 17 just as he is 
«vin2 the city. 

I note that you wish an expression from this bureau as to the relative merits of 
>b« ill? cattle loans through banks, loan companies, and direct. 

Kmrn our view of the matter it would seem desirable to place loans as nearly as 
rtwible to the methods to which the stock men are accustomed. I assume that your 
irp- .ration would hardly be desirous of doing a lai^e volume of business direct with 
b» lx)rrower8. However, there are probably some in need of assistance who have 
"t l)Hen accustomed to using the facilities of either banks or loan companies, and 
iizht y>^ better served by direct arrangements where such are possible. In some of 
If t-a.>Jtt'm States where I anticipate the loan facilities wiU be taken advantage of, 
••-aJ bankers have not encouraged borrowing for live stock use and are not accus- 
•mttl to or interested in handling livestock paper. In such localities I would con- 

i» r I here might be a peculiar need for direct arrangements. 

0((u?ional inquiries come to this office from individuals, or through our specialists 
'•it hI in the various States. We make a custom of repl>ing to these to tne effect 
'A\ they sould first endeavor to make arrangements through their banks. 
\'ery truly, yours, 

(Signed) F. R. Marshall, 

Acting thkf Aninial HiLsbnndry Division, 



Department of Agriculture, 

Washington, August 24^ 1918. 
>n William G. McAdoo, 
Stcrrtary of the Treusury, Washington, D. C. 

I'fau Mr. Secretary: Permit me to transmit herewith a letter from Prof. John ('. 
irris. professor of animal hushandr\' in the Ap:ricultural and Mechanical College of 
\a<. who is now serving as the joint reprosentative of the Department of Agricul- 
r" an<l the college in handling the difficult livestock situation in Texas. Prof. 
irri'^ sent the communication through me because of my connection with the college 
<i niy knowledge of the situation. He makes some suggestions concerning the 
f ninuxiation by the War Finance Corporation which I trust will receive your 
r ' il ronsideration. I do not feel qualified to ad\ise the War Finance Corporation 
D ' mini; th'^ proposed transaction, but 1 assure you that the facts stated by Prof. 
ini:^ are correct, and that the situation warrants extraordinary action to save the 
elation stock of the American beef supply. 
\ er\- truly, yours, 

(Signed) Clarence Ousley, 

Assistant Secretary. 



College Station, Tex., August 16, 1918. 
)D Wm. G. McAdoo, 

Washington, D. C. 

i'EAR Sir: My position with the Agricultural and Mechanical College of Texas, at 
f'l* h in-stitution I am connected with the live-stock department, brings me into 
*/^ relationship with the cattle-raising industry of this State and into intimate touch 
:wi iic* conditions and necessities. In addition to this official position, I am a ranch 
fof-r and a cattle raiser and have a personal knowledge of the needs of the industry. 
T'le States of Texas, Oklahoma, and New Mexico might be called the incubator of 
* live-stock industry, as these States normally breed a great part of the beef cattle 
^^ are finished on the ranges of tlie more northern States. Hence any condition that 
li'i* lo jeopardize tliis source of supply is a direct menace to the beef interest of the 
*'ifi^ry at large. 

I r.f^iieve that it has already been called to the attention of the War Finance Cor- 
^'afim that the supply of breeding cattle in Texas and adjoining States bids fair to 
" ^iped out unless practical aid can be extended to the cattlemen of these sections. 
""I'i such a condition be allowed to prevail, it would be nothing less than a nation- 
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These intennediate channels of loss to the cattleman the Government could well 
afford to temporarily eliminate if it would assist in the consendng of the beef supply. 
The p|ower to handle these conditions, and to kill out of the cattle, if necessary, all 
of their ultimate value, also places in the hands of the Government the power to lend 
with safety to the cattlemen an additional amount which a bank, not having these 
p«»wer8, could not afford to advance. 

I suggest that in each State, and acting under and in cooperation with the Federal 
banks who will directly represent the War Finance Corporation, you appoiiit a live- 
stock loan commission. I venture to say that any number of the best qualified 
ttankerR and practical cattle-loan men of the various States would, under present 
conditions, gladly assume the duty of passing upon live-stock collateral, and would 
do so without salary. They would consider it a public service to their State and 
Nation. The only expense would be that of inspectors to look over and count the 
rattle loaned upon; and strictly in such service such inspectors could be allowed 
railroad transportation. These inspectors could make immediate report to the loan 
ft)mmis8ion of the exact number of cattle inspected, equality of cattle, condition of 
range, and send in sworn statement of owner fully relating to said collateral. 

The loan committee could consider the reports and make their recommendations 
to the Federal bank as to what additional advances the collateral would stand. On 
this recommendation, the Federal bank, acting for the War Finance Corporation, 
would take up the present outstanding loan on the cattle, and advance through the 
loan commission the additional amount which, under strict regulation, the cattle 
raiser would be obligated to use only in the feeding and maintenance of his herd. 
The loan commission should have autnority to call at any time for sworn statement of 
amount expended with details of its expenditure, and should have, by agreement, at 
all times tne first authority in the name of the War Finance Corporation over the 
handling or disposition of such cattle. This would give the War Finance Corporation 
an abeolute first lien upon the cattle. 

We firmly believe that, if cattle can be brought through this winter, their average 
price next spring will be approximately double what they are under present conditions. 
Tnder a normal season on tne grass ranges, the pasturage available will be far in excess 
of the cattle to eat it. Cattle are now very scarce, and any fair condition of the range 
would put them in unprecedented demand . With such a normal season by next spring 
every cattleman so assisted could easily pay his entire debt and interest to the Federal 
bank, and his breeding herd would be conserved for the public benefit. 

If, however, bad conditions should continue to prevail, and if so unlikely a thing 
should happen that we should have a third successive dry winter and spring; and, if 
under such an unlikely contingency, it should finally prove necessary to bring the 
cattle to the block, then the loan commission could require the cattle shipped to the 
nearest packing-house market, not consigned to commission firms or to be sold to 
packers, out consigned directly to the War Finance Corporation, acting as one of the 
functions of the Government. The packing house could be commandeered to the 
extent of killing out these cattle, ana the full realized ultimate value of the cattle 
could be applied on the indebtedness. Overplus, if any, could be refunded to the 
owner of the cattle. 

This remedy is rather radical, but this is an extreme emergency, and will require 
radical action. The preservation of the beef supply justifies any governmental means 
that can accomplish it. No one should be more willing to cooperate in this matter 
than the packers themselves. This is no time to consider personal profit, and I believe 
they would willingly help through in such a crisis. 

By this plan I believe that the Government could make the only possible effort 
available at this time to save our beef supply from practical elimination; and I feel 
Biire that, with the facilities at its commana, the Government could do this in safety. 
Xo other financial agency in the country now has the means or the facilities for doing so. 

Respectfully submitted. 

(Signed) Jno. C. Burns. 

Upon receipt of information that the meat supply of the Nation 
Would be seriously affected by the forced sale of the cattle, our board 
appointed a committee to make a trip out to that section and inves- 
tigate the situation. We had present at that meeting the officers of 
the Federal reserve banks of Dallas, Tex., and Kansas City, and a. 
number of bankers throughout the Southw^^t ^^^ West; large num- 
bers of cattle buyers representing the P^QVet^^ ^ large number of 
cattle men, and, also, a number of banl^ (^fv^®^ tepresenting botk 
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State and National banks. We found that the total cattle h* 
then outstanding in the tenth, or Kansas City, reserve disrr 
amounted to practicallv $300,000,000, and that the agCTe^atn i 
these loans on cattle in tie stock-raising sections west of the Missi-. 
River probably amounted to $600,000,000. 

The Chairman. Do you mean cattle loans? 

Mr. IVIcLean. Yes; and those loans were divided into two ck^-^ 
First, what was called ''beef or '' steer '' loans — ^that is, on 'at* 
usuaUy steers, over two years of age, that were being fattened fur n 
market, and which loans were usuallv liquidated in six month* •" 
the sale of the cattle, and which were, tifiereiore, generally looked ir-i 
as commercial loans that the banks would handle. 

We foimd there were also a large number of so-caDed ** stock 
**she'' loans, as they call them; that is, loans upon breeding '"ti 
bulls, calves, and yearUngs of both sexes up to 2 years of r.: 
These *'cow" loans are loans that in their very nature can m** 
liquidated in less than one or two years, as they are upon cattl«» •- 
for the purpose of reproducing. In nornal times these ''she 
**cow'' loans constitute from 10 to 15 per cent of the total <^f * 
cattle loans, because the cattle raisers are usually able to earn 
''cow'' loans, or at least some of them, as money invested in t 
business. 

The Chairman. As these loans are originaDy made, thev . 
notes secured by chattel mortgage upon the stock. 

Mr. McLean." Always. We found at the time we were tliere * 
the normal conditions that had prevailed in connection with fina: 
these cattle loans had been so affected by the war conditions that 
bank and cattle loan companies were not only unable to makf * 
loans upon "she*' or ''stock'' cattle, but their financial comi:* 
was sucn that they were being forced to insist upon the liquitk' 
of the loans they had been carrying for several years. 

Again referring to these "stock" or "She" loans, in normal : " 
the local banks and cattle loan companies take these loans fn.»n 
cattlemen, and they are secured, as you suggested a while ag- 
chattel mortgage upon the cattle and the increase of the cattle 
that they are in tneir nature slow loans that the banks, as a ' 
could not afford to keep. The usual method of financing tht: 
for the cattle loan companies that are organized for that purpi^- 
take them, and sell them to investors largely in the New En^r- 
States and in the Middle West. Perhaps the largest part of f 
are sold to investors in New England States because they bear a c 
rate of interest and they are attractive to the ordinary inv»- 
These cattle loan companies sell them through some of the asy. 
that are estabUshed, when money is plentiful, upon their imi ' 
ment, and the cattle loan companies very often rediscount ' 
loans to the investing public from 10 to 25 times their capital -■ 
because they are considered very safe loans although they ?* 
little slow. 

Mr. Slemp. What do you mean by the term "a little slow. 
what length of time do thev usually mature ? 

Mr. McLean. They usually make these loans payable one ■ 
after date, but in the very nature of the transaction it wou*»' 
impossible for the cattle men to pay off these loans in full at th» • 
of the year without selling the cattle. The usual rule is thb* 
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increase of the cattle will liquidate these loans at the rate of 33 J per 
cent a year, so that if there was no renewal of the loan, it would take 
in the ordinary course about three years to pay off the loan from the 
increase in the cattle. Now, on account of the fact that these cattle 
loan companies were unable to sell these loans in the usual market, 
they were demanding that the cattle men pay these loans in order to 
meet their own obligations. You see, in normal times, this transac- 
tion amounted to a revolving transaction. They would sell these 
loans with their indorsements, and as they would sell them they 
would take new loans, but when the war conditions arose there was 
an absolute clogging of the usual channels and the customary pur- 
chaseis refused to take any more loans and of course the cattle loan 
companies were called upon to make good their indorsements and 
pay the loans that they nad already sold, and that forced them, in 
turn, to demand of the cattlemen the payment of these loans. 

The Chairman. And they would do that simply by making new 
loans. 

Mr. McLean. That is it exactly; making new loans with some 
other investors. 

Mr. Slemp. Or as you said a while ago by selling the cattle. 

ilr. McLean. Yes. A large number of the banks in this section 
out there would purchase these one-year loans — that is, a good many 
of the State banks and some of the National banks, but these*' stock 
or '^she loans'' were not eligible for rediscount by the Federal reserve 
banks, because they were investment loans and not conmiercial 
loans. Pressure was being brought by the Comptroller of the 
Currency and the Federal Reserve Board upon the banks to liquidate 
some of their obligations in this territory because they were badly 
overloaded on account of the three droughts they had out there in 
succession. So that the local banks were pressing the cattlemen and 
forcing these cattle to be sold and '* carried to the can,'' as they 
express it, at great sacrifice, and the packers and others who were in 
the habit of buying cattle were able to buy these cattle at much less, 
than they were worth; but the more serious feature of it was that the 
beef supply of the Nation was being destroyed because, of course, if* 
these breeding cattle were sold and to be canned, in that way, repro- 
duction to that extent stopped. 

We investigated the question, first, to see whether or not it was. 
possible for the banks out there to carry these loans themselves, 
because our act so provides, and we have alwa} s been very careful not 
to take any loans from a party who could get accommodations 
through the usual banking channels. We interviewed the officers, 
of the Federal reserve banKS and a number of bank officers, cattle- 
men, and the officers of cattle loan companies, and thev advanced 
^ery strong reasons for the conditions that existed, and gave very 
strong reasons as to why they could not continue to carry these 
loans. In the first place, they said the member banks were being 
pressed by the comptroller and the Federal reserve banks to get ria 
of these investment loans on account of the war conditions, and 
telling them that if they took anything at all in the way of invest- 
nient loans that they take Government obligations in the way of 
liberty bonds and Treasury certificates. Then a number of the 
banks that had been carrying these loans were nonmember banka. 
and they had no place whatever to place these loans after the ordi-- 
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nary market in New England and the Middle West had ceaseo i 
1iake the loans. 

Then the cattle-loan companies, as I have explained to j-ou, w i 
unahle to sell the loans in the market, and they were being (o: I 
to liquidate their obligations caused oy their indorsement on • \ 
loans they had previously sold. We found the cattle-loan compa i 
were very much overextended. It is usually considered a safe t: . 
for a good cattle-loan company to rediscount or sell with reecL"- 
cattle loans to the extent of about ten times its capital. We fnui 
that under the peculiar conditions existing these cattle-loan (^ j 
panics, some of them, had sold twenty or twenty-five time> t I 
-capital stock in cattle loans. One of the most unfavorable elenit | 
we found was the fear on the part of the banks and cattlr-^J 
companies that on account of these drought conditions that . i 
existed there for three years, and on account of the danger they -. 
of the cattle men not being able to purchase feed to carry theso «i| 
tie through the summer and winter, that the cattle were going i- 
lost through lack of feed, and their idea was that they nad bt t 
^et something out of them as quickly as possible. A great mai.;. i 
them were forcing the cattle on the market under those condiii' j 
In that respect there was an element of a lack of confidence t-i 
was having a very bad effect, generally. 

In addition to the other reasons, it was thought, after a fuU iiKH 
tigation (and we were so advised by the Federal reserve bank> .-.i 
"by bankers generally who were loolang into this situation) thai : 
were stated that the Government was going to help out in this <i: ^ 
tion and rediscoimt this paper for the banks if it Decame nece->.' 
in order to prevent wholesale failures out there, or if it were kn «, 
that the Government would, if necessary, take some of these I'-j 
direct from cattle men, .and thereby relieve the banks, it w. 
inject an element of •onfidence into tne situation that would lui". 
very fine effect, and that instead of having to take finally, pert "i 
$100,000,000 of these loans we would have to take a very ^i:i 
amount. The general opinion of these various people whom Vr ri 
out there was that of the probable $600,000,000 of cattle loans ^ 
carried that we might finally have to take fifty to one huni* 
million dollars of those loans, in order to preserve this beef su;» 
We did not commit ourselves as to any particular amount, bur - 
investigated every case on its merits, and we tried to ascertai: 
every case not only that the loan was good and that the security = 
absolutely good, but we tried to ascertain if it was at all possible ' 
the cattle owner to borrow this money from any ordinary chanr.t. 

The Chairman. What are you talking about now, the loans r... 
to the banks or to the cattlemen ? 

Mr. McLean. Both. I think, Mr. Chairman, if you will jvr. 
this question will come up in connection with the other direct I - 
on cattle, and it is just as well to state the reasons at the same t 
and I will also state the amount we loaned direct, and tliis stater- 
will cover both. As I say, we did not make a single loan unlos- - 
were thoroughly convinced that the failure to make the loan w 
probably result in the sacrifice of the breeding herd, and, in the . 
of subsequent events, we find that this element of confideni>» : 
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was injected into the situation did a great deal of good, and that the 
aid that we stood ready to give was a great deal more important than 
the aid "we actually gave, because, as a matter of fact, instea4 of 
lending S50,000,000 or $100,000,000 to preserve this meat supply, 
we loaned altogether only about $7,000,000 to banks and direct to 
cattlemen. 

We set up an organization through the Federal reserve banks, one 
at the Federal reserve bank at Dallas and one at the Federal reserve 
bank at Kansas City, because those were the centers for this cattle 
business in that drought-stricken section. We set up an agency com- 
posed of five members which included the governor of ttie Federal 
reserve bank and the Federal reserve agent who represented the 
Government in the bank, and one or two prominent cattlemen, and 
in that w^ay we got the advantage, of course, not only oi the financial 
experience of these men located out there who knew the cattle-loan 
business, but also men who had been engaged all their lives in the 
rattle business. We had each herd of cattle upon which we were 
considering a loan thoroughly inspected by a cattle-loan inspector 
employed by us, and his report, with a financial statement of the 
applicant, was sent to our cattle-loan committee at Dallas or Kansas 
City. 

They looked over the matter and made a recommendation to our 
board here. The papers were all sent here and we made an inde- 
pendent investigation ourselves, not only of the papers that were 
sent to us by the Federal reserve banks, but we maoe an independent 
investigation through outside and disinterested banks as to the 
financial standing and general reputation of the borrower, and after 
that was done we passed upon the loan. 

The Chairman. And that was the case whether the loan came 
through the bank or from an individual or a cattle loan company ? 

Mr. McLean. Yes, sir. The total of the cattle loans now out- 
standing through banks is $291,160.12. 

The Chairman. And what is the total amount made direct to the 
cattle raisers? 

Mr. McLean. The total amount of loans made through the Dallas 
agency of the corporation on cattle direct under section 9, and which 
does not include the loans made through banks which I have already 
?}ven you, was $5,402,645.86. Of that amount there has been paid 
to date $567,116.15, leaving outstanding at the present time 
14,835,529.71. 

The Chairman. How many loans have you made ? 

Mr. McLean. A little over 300 cattle loans. 

The Chairman. What is the amount of the largest loan ? 

Mr. McLean. As I stated, most of them were small, but as I now 
recall, there were some large loans of $50,000 to $125,000. 

Mr. Slemp. Those loans have not been retired upon the 33 J per 
cent basis ? 

Mr. McLean. Those loans are payable next fall. All of these 
"she'' or cattle loans mature in the tall. Now, it is possible that if 
^e hold these loans ourselves, these parties will be able to pay off 
•^3i per cent of them this fall, or, if we insist on it, they will have to 
go and place these loans somewhere else. We have been following 
the policy of notifying the cattle people that they must now go to 
the ordinary sources and borrow this money and pay us off, as we 
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feel the emergency has ceased, and that as fast as we can nowli 
date these. loans we must do so. When the armistice was si^ei 
made no new loans except those we were alread}^ comnuttco 
because the war necessity apparently then had ceased. 

The Chairman. You are not making any new loans? 

Mr. McLean. No ; and we have made none since the armb* 
except those we. were committed to before the armistice was sir 

We also made through the Kansas City agency direct, under - 
tion 9; that is, direct to cattle loan comparies, loans amountr: 
$2,395,317.94 and of that amount there has been paici 
$1,297,778.22, leaving a balance outstanding of $1,097,539.72. 
greater part of those loans was made by discoimting the pap*- 
cattle loan companies with the understardirg that they would < 
the loans for the cattle men, and in that way we got the indorsee 
of the cattle loan companies as additional security. 

The Chairman. Under what general classification do the K.. 
of the loans made by the War Fmance Corporation fall? What ' 
of interest do the notes that the bank took from the cattle me' 
those loans, and which have been placed with you as security fc ' 
loans made to the bank on the cattle paper, bear? 

Mr. McLean. I can not remember that, but m^^ impression .- 
is 8 per cent, because the prevailing contract rate in those Stat.- 
10 per cent, and my understanding is that nearly all of those \* 
during that period of high money were made at about 8 per <> 
There may be some exceptions, and I am not speaking positive!} 

The Chairman. What rate did you charge the banks on the '. 
made them ? 

Mr. McLean. Six per cent on the cattle loans. 

The Chairman. Did you charge the same to the cattle men v 
you loaned direct? 

Mr. McLean. No; we charged the cattle men, if we made tht . 
direct, 8 per cent, because we felt, after discussion with all p::r 
interested out there, that no loans were being made at all to tlu 
tie men by the banks or by the cattle loan companies or otV: 
vestors at less than 8 per cent, and in a great many cases the eh/ 
was 10 per cent, ana we knew that if we undertook to lenii * 
Government money at a less rate than the banks and cattle 
companies were lending it, that the cattle men would be vervt:, 
to find an excuse to come to us instead of remaining -with * 
banks, and we made it a positive rule not to make a loan at all * 
felt that the borrower could get the accommodation at any s " 
reasonable rate from other sources. 

Loans to Railroad and Public Utility Compaxies. 

Mr. McLean. Do you mean you want me to give you a list **' 
classes of loans ? 

The Chairman. Yes. 

Afr. McLean. I will do that; the total advances now outsta' 
under section 7, paragraph 1, of the act amount to $2,250,240 i 

The Chairman. What sort of loans are those? 

Mr. McLean. Those are the bank loans that I have just giver 

The Chairman. I was asking for a classification of tne other 1 
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ifr. McLean. Under section 9, the total loans made to railroads 
date amount to $198,785,890, and of that amount there has been 
aid $6,870,480, leaving a balance outstanding of $191,915,410. 
'he Chairman. I will ask you to put in the record a statement 
wing the roads to which the loans have been made and the 
ance due from each railroad company. 
Ir. McLean. I will do that, 

Li^t of railroad loans outstanding May 31, 1919. 



Karae. 



Date due. 



more& Ohio Ry. Co. 
)o 



)o 

)o 

on & Maine R. R. Co 

lie, Rochester & Pittsburgh Ry. 
)o 



Co. 



ral of Georgia Ry. Co. . 

>o 

ipeake & Ohio Ry. Co. 
)o 



)o 

igo, Burlington & Quincy R. R. Co... 
igo, Indianapolis A Louisville Ry. Co. 

igo, liilwauieo & St. Paul Ry. Co 

)o 



Igo, Rock Island & Pacific Ry. Co. 
)o 



)o 

5land, Cincinnati, Chicago & St. Louis Ry. Co. 

berland & Manchester R. R. Co 

R. R. Co 

>o. 



:er D. Bines, Director General of Railroads. 

»is Central R. R. Co 

)o 



Ene & Great Western R. R. Co. 

jh Valley R. R. Co 

igan Central R. R. Co 

nin Pacific R. R. Co 

York Central R. R. Co 

)o 



)o 

)o 

lern Ry. Co. 
>o , 



em Maryland Ry. Co 

jllng & Lake Erie Ry. Co 

anc, Portland & Seattle Ry. Co 

Lntonio & Aransas Pass Ry. Co 

national & Great Northern Ry. Co 

ilo, Rochester & Pittsburgh Ry. Co 

go, Burlington & Quincy R. K. Co 

icm Pacific Ry. Co 

"al V'ermont Ry . Co 

nian R v. Co 

ing Valley Ry. Co 

ipeake & Ohio Ry . Co 

York New Haven & Hartford R. R. Co. , 

em Maryland Ry. Co 

is Central R. R. Co 

more& Ohio R. R. Co 

igo, Rock Island & Pacific Ry. Co 

igo & Alton R. R. Co 

•al R. R. Co. of New Jersey 

ishRy. Co 

York, Susquehanna & Western R. R. Co. 

varc & Hudson Co 

Marquette Ry. Co 

luri. Kansas & Texas Ry. Co 

>n & Maine Ry. Co . 



delphia & Reading Ry. Co. 
rh Valley R. R.Co 



Demand 

do 

do 

do 

do 

do 

do 

do 

do 

do 

do 

do 

dd 

do 

do 

do 

do 

do 

do 

do 

Jan. ], 1921.. 

Demand 

Apr. 1,1922.. 
July 15, 1919. 
Demand . . . . 

do 

do 

do 

do 

do 

Apr. 23, 1920. 

do 

do 

Demand 

do 

do 

do 

do 

do 

do 

do 

do 

do 

do 

do 

.....do 

do...... 

do 

do 

do 

do 

do 

do 

do 

do 

do 

do 

do 

do 

do 

do 

do 

do 



Secured by 
certiflcat«»s 
of indebt- 
edness of 
Director 
General of 
Railroads. 



$4,600,000 

728,' 666" 

'268,866 



800,000 
3,977,600 



1,600,000 



2,800,000 
340,000 



2,500,000 



62,400 

2,400,000 

992,000 

1,120,000 



2,000,000 



931,000 

618.000 

100,000 

53,000 

387,200 

449.600 

1,520,000 

2,500,000 

128.800 

775,000 

100,000 

400.000 

1,312.000 

213.600 

1,700.000 

1,700.000 

436,800 

100,000 

775.200 

976,000 

100,000 

753,000 

140.000 

342.000 

216,800 

1,000.000 

240,000 



Secured by 

other 
collateral. 



S4, 450, 000 
1,000,000 



2,000,000 

"i, '666* 666 



900,000 

1,121,000 

2,070,000 
250,000 



1,400.000 
11.500,000 



9,700.000 
730,000 



175,000 



12,497,940 

50,000,000 

1,500,000 

4,200,000 



13,500,000 
3.000,000 
4,000,000 



6,792,770 
562,500 



121157—19 18 
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Loans to United States Grain Corporation. 

The Chairman. What other class of loans have you made \ 
Mr. McLean. At one time we loaned to the United States G: 

Corporation $25,000,000, which loan was paid off very promptly. 
The Chairman. I am talking about loans that are outstanding: 
Mr. McLean. I think I have given you all, sir, although there 

some miscellaneous loans. 

Loan to the Bettendorf Co. 

The Chairman. Have you not made loans to industrial concer 
Mr. McLean. Yes; I was going to say that there were a few mis 
laneous loans. We recentl^r made a loan to the Bettendorf 1 1 
amounting to $1,000,000, which loan is secured by certificates of • i 
Director General of Railroads. The Bettendorf Co. had entere<i / i 
a contract with the Railroad Administration to construct carsf»»r j 
railroads and the Railroad Administration gave them these certifi' . I 
of indebtedness. They were unable to pay them and they w i 
imable to get accommodations elsewhere, so they came to us an*! 
made them two loans aggregating $1,000,000, just as we would ! 
made a loan to the railroad if the railroad had come direct. T^ 
really belong to, the same class as the railroads, except that in?* 
of the collateral being their own securities it is in the nature of ce: 
cates of indebtedness from the Railroad Administration; we took i: 
from the car company which had made a contract with the Rail: 
Administration. 

The Chairman. What other loans have you made of that cla^^ 
Mr. McLean, I believe that is the only loan we have act. 
made. 

Loan to Empire Coal Co, 

The Chairman. Have you not any other outstanding misit 
neous loans ? • 

Mr. McLean. Yes; we made one loan to the Empire Coal 
of $159,652. 

Mr. Slemp. Where is that company located ? 

Mr. McLean. I think it is located in Alabama ; the head offi- • 
in Bu'mingham, Ala. That is the. only loan we made to a 
company and that was made at the earnest insistence of the F 
Administration, which had ordered them to increase the ou:: 
There was a very acute condition because of the coal shortage 
this company was getting out a very fine grade of coal that '• 
needed, as the Fuel Administration stated, for war purposes. A 
a very careful investigation, and finding that the company *• 
not increase its operations if we did not make this loan, we mati' 

Mr. Slemp. What is the date of the loan ? 

Mr. McLean. I think it was November 15, 1918; at least, tL 
the date the note was given. I will have to ascertain wher. 
loan was approved. The money was paid over on that date 
we had made a contract and commitment on October 24, 191S. 

Mr. Slemp. At what rate of interest ? 

Mr. McLean. My recollection is that it was 7 per cent. 
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The Chairman. Was that loan secured? 

Mr. McLean. Tes, sir. 

The Chairman. In what way ? 

Mr. McLean. It was secured by $500,000 of 6 per cent sinking- 

nd bonds of the Empire Coal Co. 

The Chairman. The loan was secured by its own bonds ? 

Mr. McLean. Yes, sir. 

The Chairman. Have you made any other miscellaneous loans ? 

Loan to Rollin Chemical Co. 

Mr. McLean. We made a loan to the Rollin Chemical Co. of 
75,000. 

The Chairman. Where is that company located ? 
Mr. McLean. That company is located at Charles Town, W. Va. 
The Chairman. In what business are they engaged ? 
Mr. McLean. Their entire operation at that itme was in producing 
emicals for munitions, and that loan was made at the earnest 
listen ce of the War Department, upon a statement to us by the 
presentatives of the War Department, which I have before me. 
leir statement was that this company was producing certain chem- 
ds and munitions that were absolutely necessary for the prosecu- 
)n of the war, and that if we did not furnish the money the plant 
)uld probably shut down and go into the hands of a receiver, and 
at they would lose the services of the man who was at the head of 
an Englishman, who was the only man in this coimtry who knew 
w to make these very necessary articles, notably the material out 
which our gun sights were made. He was the only man in this 
untry who could make that material. 
The Chairman. This loan must be somewhat reduced ? 
Mr. McLean. What do you mean by somewhat reduced ? 
The Chairman. That they have paid something on account of the 
m? 

Mr. McLean. No, sir; they have not paid anything. 

The Chairman. They have been getting money right along in 

vment for their materials, have they not? 

Mr. McLean. No, sir. At that time this concern had a contract 

th the War Department for its entire production, and that contract, 

'hink, covered about three years of operation. At the time of the 

tnistice every one of those contracts were canceled and the com- 

ny was obliged to shut down. We have a first mortgage on the 

lole plant, which cost something over $2,000,000, and in order to 

t that mortgage other creditors agreed to subordinate their claims 

our claims m order to prevent the shutting down of the plant at 

out the time we made the loan. 

The Chairman. Then, the only security you have is a mortgage on 

B plant ? 

Mr. McLean. Yes; that is the only security we have, as I now 
Jail. 

The Chairman. The plant is not in operation now ? 

Mr. McLean. A part of it is now being operated, and we consider 

^t loan perfectly secure. 

The Chairman. When is the loan due ? 
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Mr. McLean. December 31, 1922. I would like to file the tM 
mony of the officers of the War Department given before our c li 
mittee at the time that loan was made. 

Loan to Empire Coal Co. 

The Chairman. Did you state when the loan to the EJmpire 1 
Co. was due ? 

Mr. McLean. I think the last installment is due November i 
1921. 

The Chairman. Are there any other miscellaaeous loans ? 

Loan to War Pipe Line Co. 

Mr. McLean. Yes. One to the War Pipe Line Co. for the sum 
$2,750,000. 

The Chairman. Where is that concern located ? 

Mr. McLean. The head office, I imderstand, is in New York. ^ 
it is operating in Missouri and Illinois, or possibly Oklahoma. 

The Chairman. Is that an oil company ? 

Mr. McLean. Yes; an oil transportation company. 

The Chairman. Is it only a transportation company? 

Mr. McLean. Yes. That loan was made on the request and in-^ 
ence of the Fuel Administration, and the commitment was ma<if | 
a time when the fuel situation was very bad and the oil situf I 
was very bad, and at a time when it was absolutely necessary] 
increase the output and delivery of oil at the Atlantic seaboard * 
war purposes. 

The Chairman. What is the nature of the security ? 

Mr. McLean. That loan is secured by a first mortgage, whit 
absolutely good. 

The Chairman. On its lines ? 

Mr. McLean. On its lines and other property. 

The Chairman. What is the value oi the property covered by 
mortgage ? 

Mr. McLean. The value of the property upon which we ha- 
mortgage ? 

The Chairman. Yes. 

Mr. McLean. It is not less than $3,000,000, as I recall, or pvoU 
more than that. It is also secured by the collateral obligation o: 
Sinclair Oil & Refining Co. 

The Chairman. The Sinclair Oil & Refining Co. has guarar 
this obligation ? 

Mr. McLean. Yes. We have a first mortgage on the plant ai 
addition to that the collateral guarantee of the Sinclair Ou & Rei 
Co^ which is a very strong concern. 

The Chairman. Will you state when that loan will mature ? 

Mr. McLean. That loan matures in installments covering a p- ' 
of about three years ; I think it is about three years in equal ii - 
ments. 

The Chairman. Have you made any other miscellaneous loan- 
Mr. McLean. No; that is aU. 
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The Chairman. What is the total amount loaned to banks, cattle- 

m, and to public utility concerns, firmS; and corporations ? 

Mr. McLean. You mean the total amoimt of the loans outstanding ? 

The Chairman. Yes. 

Mr. McLean. I will put that in the record. 

rhe amount is $231,533,822. 

Purchase of United States Liberty Bonds. 

The Chairman. You have some investments in addition to that, 

ve you not? 

Mr. McLean. We have investments in United States Liberty 

nds. 

The Chairman. To what extent 1 

Mr. McLean. The total par amount of the purchases which we 

.ve made of all classes of United States Liberty bonds to date is 

05,149,000; we have sold $603,238,250 worth of bonds, leaving a 

lance on hand of $301,910,750. This is as of May 31. 

Mr. Byrnes. Why md you buy Liberty bonds ? 

Mr; McLean. For the purpose of trying to stabilize the market. 

e were authorized under the act to do it and in that way we have 

ibilized the market as best we could. Of course, it is one of those 

lestions that it is hard to handle, with the amount of bonds out- 

mding, but we are thoroughly convinced that the dealings in bonds 

' the corporation have prevented a very great slump. 

Mr. Slemp. You did that through the stock exchange markets, 

i you? 

ifr. McLean. Those transactions were handled through the Federal 

3serve Bank in New York. I am not as familiar with the details 

those transactions as I am with these others because our managing 

rector was in charge of them. It was necessary that these bond 

insactions should be largely handled by one man. 

Purchase of Treasury Certificates. 

The Chairman. Have you any war-savings stamps or other 

>vemment obligations ? 

Mr. McLean. We have Treasury certificates amounting to 

,635,500. 

I find that the total of the outstanding loans on May 31 was 

31,533,822, which, of course, is in addition to the investment in 

berty bonds and United States Treasury certificates. 

The Chairman. What is the total amount of United States Liberty 

•nds and Treasury certificates ? 

Mr. McLean. The total amount of United States Liberty bonds 

id Treasury certificates owned by the corporation on May 31 was 

04,546,250. 

Cash Balance on Hand. 

The Chairman. What was the amount of cash on hand on May 31 ? 
Mr. McLean. We had $35,642,587.81, most of which was, of 
urse, deposited in the Treasury. We keep most of our funds in the 
sasury and our checks are usually drawn on the Treasury, except 
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as to these bond transactions, where the drafts are made on the F 
eral Reserve Bank in New York. 

The Chairman. You also have available the balance of the ap: : 
priation amounting to $150,000,000 ? 

Mr. McLean, les ; but you must remember that this cash is m^ 
less than it was, because we are still investing in Liberty bonds, <<> i 
the amount is being reduced every day. That was a part of the | * 
ceeds of the sale of our own bonds, which we recently made. 

Loans to Railroads in the Future. 

The Chairman. Your statement, therefore would tend to >'* 
that there is no reason why a railroad company that was in nen: 
being financed — if it presents proper securities — should not, to • 
extent that you are now loaning to railroad companies, continue 
be financed, if conditions warranted such financing ? 

Mr. McLean. I do not think so. 

The Chairman. You still have $150,000,000 of the approp!- 
tion ? • 

Mr. McLean. Yes. 

The Chairman. And that is available for loaning purposes \ 

Mr. McLean. No; I think not. 

The Chairman. Why not ? 

Mr. McLean. Because, in addition to trying to protect the m^ 
ket with regard to the Liberty bonds that are already outstandr 
we now have this new Victory loan on the market and it is absolu! 
necessary that somebody should protect the market. If the mart 
had not been protected by our taking the bonds that were thn-^ 
overboard by tnose who were imable to carry them, the probabiL-j 
are that instead of selling at the price they are now selling, v 
would be selling at a great deal lower price. The Treasury can : 
buy its own bonds and for that reason it is necessary for someK 
to perform for the United States Government the service tha* 
usually performed for private corporations under similar conditi(»i - 
that is, when they place a large amount of their securities on 
market, it is very customary for those interested in the securitii- 
form a pool or syndicate to protect those securities on the ma:*- 
and prevent any too great a sacrifice of the securities. 

The Chairman. But under the law you are authorized to ext- 
loans to railroad companies ? 

Mr. McLean. Oh, clearly. 

The Chairman. And under conditions similar to those that ' 
made loans before you could continue to make loans to mil: 
companies ? 

Mr. McLean. Well, that would depend entirely upon existin^: . 
ditions. It is not proper for me to attempt to commit the 1" 
upon this matter, because it is a question of future policy, but I w< 
say that in my opinion under different conditions we would absolu 
reiuse to make loans to railroads; as a matter of fact, after 
armistice was signed, we ceased making loans of any character c\ 
loans that we were already committed to which we had entero*! 
contracts to make before the armistice was signed ; and we felt wo « 
perfectly justified in making these loans to railroads, because if 
railroad systems had broken down while we were demobilizing 
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troops it would have caused a very serious condition not only in 
respect to the final completion of the war, but especially in connec- 
tion with financial and industrial conditions of the country generally. 

The Chairman. Of course, it was in anticipation of that very 
condition that Congress enacted this legislation. 

Mr. McLean. I do not know that I quite understand you, Mr. 
Chairman. 

The Chairman. Congress would never have enacted this legisla- 
tion if it had not been for the very unusual conditions that existed 
because of the war. 

Mr. McLean. Certainly not; it was an emergency corporation 
created for war purposes, and it is similar to relief granted by prac- 
tically all the Go vemments in the war; in fact, we did less along this 
line than any of the great Governments of the world while they were 
engaged in the war. We find upon investigation that the Govern- 
ments of Europe, those who were allied with us in the war, went a 
great deal further than this Government did. 

The Chairman. And this Government furnished them the money 
with which to do it ? 

Mr. McLean. This Government loaned them a great deal of money; 
res. 

The Chairman. So that, as a matter of fact, this Government went 
a great deal further than the combined governments of Europe as far 
as loaning money to other countries is concerned, in order to permit 
them to finance their various necessities ? 

Mr. McLean. Well, of course, my own opinion is — and I presume 
Congress felt the same way about it — that those loans were absolutely 
necessary in order to bring the war to a successful conclusion and 
probably resulted in saving a great many American lives. 

The Chairman. I do not question the necessity of it but am only 
statinewhat we did. 

Mr. Evans. The law provides that you must stop your operations 

after 

I Mr. McLean (interposing). Six months after the declaration of 
I peace. Of course, it is very important, as I said, that there be some 
resource available for the purchase of tnese United States bonds that 
are thrown on the market. 

Sale of Liberty Bonds. 

Mr. Slemp. You purchased over $900,000,000 worth of Liberty 
bonds and sold over $600,000,000 worth. Did vou make a profit on 
the $600,000,000 worth sold, or how was that?*^ 

Mr. McLean. Probably some of them were sold at a loss and some 
at a profit. I am not able to give you the details of that because, as 
I tola you, so far as these bond transactions were concerned the board, 
at the request of the Secretary of the Treasury, authorized Mr. Eugene 
Meyer, jr., the regular managing director" of the corporation, to 
I tiandle those bond transactions and he has handled them. The other 
members of the board have. known, in a get\^Ya^ 'way , about what was 
ping on and Mr. Meyer has consulted v,^\^Vy the Secretary of the 
Freasury from time to time in handliut* \.^ TCv«ttler tot the best 
interests of the Government. '^ w 
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The Chairman. Have you a balance sheet as of May 31 ? 
Mr. McLean. Yes, sir. 

The Chairman. Will you put that in the record, showing yocj 
assets, liabilities^ and cash on nand ? 
Mr. McLean. I will be glad to do so. 

War Finance Corporation — General balance sheet, May -W, 1919. 

A88ET8. 

Cash deposited with the Treasurer of the United States and the Fed- 
eral reserve banks $35, 642, o^r 

Loans to — 

Danks, bankers, trust companies, and savings 

banks $3, 554, 965. 11 

Railroads (which includes 350,000,000 to the 

Director General of Raihpoods) 191,915,410.00 

Public utilities 25,545,725.46 

Industrial corporations 4, 584, 652. 00 

Cattle loans i 5, 933, 069. 43 

231, 533, 8i: 

Investments: 

United States of America Liberty loan bonds . . . 285, 882, 636 89 

Treasury certificates of indebtedness 2, 635, 500. 00 

288, 518, 13f 

Transit account (bond schedules in transit) 630, 4o* | 

Office fumitiu*e and equipment 9, 41** j 

Accrued interest on boncis purchased $401, 861. 03 

Accrued interest receivable 587, 277. 00 

989, 1 > 1 

Profit and loss account 1. rt» 

Commission paid on 5 per cent gold bonds 249, M' i 

Administrative expenses: 

Salaries 140, 836. 98 

Traveling expenses 5, 583. 97 

Printing and stationery 5, 363. 21 

Sundry expenses 23, 688. 30 

Bond issue expense (paid) 19, 722. 50 

195, 1^ 



Total 557,778.(t> < 

LIABILITIES. 

Capital stock, authorized by War Finance Corpora- 
tion act 500, 000, 000. 00 

Less subscription by the United States of America, 
subject to call by the directors of the corporation . . 150, 000, 000. 00 

350.000.««'' 

5 per cent gold bonds. Series A 200, 000, •"* 

Accrued interest on 6 per cent bonds. Series A 211. ^-* 

Earnings 7» 566, '^' 

Total 557,77S.a" 

Mr. Slemp. You had $350,000,000 in cash from the Treasury: ^ 
have loaned $291,000,000; you have on hand $300,000,000 worf 
Liberty bonds and something over $200,000,000 of Treasury' 
tificates ? 

Mr. McLean. No; not $200,000,000, but $2,635,500 of Treu^ 
certificates. 

Mr. Slemp. You must have discounted at the Federal n»- 
bank 

Mr. McLean (interposing). No; we have not discounted anyt* 
You see we sold $200,000,000 of bonds and we therefore had aviu 
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resources of $550,000,000, $350,000,000 of which arises from stock 
payments by the Treasury and $200,000,000 arises from the sale of 
our bonds. 

Mr. Byrnes. Is your fxmd a revolving fimd ? 

Mr. McLean. No; it is not strictly a revolving fund at all. We 
are authorized imder the act to really do a banking business, but our 
funds, of course, revolve in a way as would the ninds of any other 
bank. 

Mr. Byrns. I mean is the money paid in by installments capable 
of being reloaned ? 

Mr. McLean. Yes. 

No New Loans Since Signing of Armistice. 

Mr. Byrns. Since the signing of the armistice have you made any 
loans of any size 1 

Mr. McLean. As I stated awhile ago, as soon as the armistice was 
signed we determined to make no loans whatever except those that 
we felt we could clearly hold were necessary and contributory to the 
prosecution of war. If I may say so, I think we tried to construe the 
statute strictly in that respect and we reaUy made no loans except 
to cover commitments already made and where we had entered into 
contracts before the armistice was signed and before we could foresee 
the armistice, except that we have, of course, made railroad loans 
wherever it appeared that it was necessary to make the loans in order 
to prevent the demoralization of the railroad business and where we 
foimd that the railroads could not procure accommodations through 
usual banking channels. 

Future Policy — Loans to Railroads in the Future. 

Mr. Byrnes. Why do you now say that you will not agree to make 
further loans to railroads or that you do not intend to make further 
loans to railroads ? 

Mr. McLean. I think you misunderstood me. I said this, that 
while I have no authority to commit the corporation as to its future 
policy, my own individual opinion is that conditions might arise, and 
probably will arise, where we would feel we were no||/justified under 
the act m making any more loans even to railroads. 

The Chairman. The poUcy of the corporation has been to carry out 
the spirit of the law and prevent a financial stringency or panic, if it 
could do so, by stabilizing the financial market, has it not 1 

Stimulating Exports. 

Mr. McLean. Yes; where we could do so within the spirit of the 
law. There is one other thing, Mr. Chairman, that you have not 
referred to and that is the amendment to the act by which we were 
authorized to try and stimulate exports from this country. Up to 
the present time we have not made any actual loans under that 
amendment, but our managing director is now in Eurpoe for the Pur- 
pose of looking into that situation and meeting representatives of the 
governments which will probably become our customers in order to 
see what can be done to carry out that provision of the act. 
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The Chairman. You have not made any loans for that purpose' 

Mr. McIiEAN. We have not. 

Mr. Byrnes. Under the act you go out of business six months aftei 
the treaty of peace is signed ? 

Mr. McLean. As to au of the ordinary business of the corporate :, 
except the export business, as I understand it, we would cease d«»r:j 
new business six months after the declaration of peace as promLi 
gated by the President. 

Mr. Byrnes. If that is so, who is going to collect these loans ? 

Mr. McLean. That limitation is only for the purpose of restrictii, 
new business. We would, of course, remain in existence 

Mr. Byrnes (interposing). You would remain in existence hnz^ 
than six months after the treaty of peace was signed, but thereaf: j 
you would make no loans ? 

Mr. McLean. No; except under this new provision to stimula:{ 
exports, because I believe under that act we can proceed for 1 
months after the signing of the peace treaty* 
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UWS CONCERNING FEDERAL CONTROL OF TRANS- 
PORTATION SYSTEMS. 



[Army Appropriation Act, fiscal year 1917.] 

The President, in time of war, is empowered, through the Secretary 
of War, to take possession and assimie control of any system or sys- 
tems of transportation, or any part thereof, and to utilize the same, 
to the exclusion as far as may be necessary of all other traffic thereon, 
for the transfer or transportation of troops, war material and equip- 
ment, or for such other purposes connected with the emergency as 
may be needful or desirable. 

Approved, August 29, 1916. 



[Public — No. 107 — 65th Congress.] 

[S. 3752.] 

AX ACT To provide for the operation of transportation systems while under 
Federal control, for the Just compensation of their owners, and for other 
purposes. 

Be it enacted hy the Senate and House of Representatives of the 
Inlted States of AiU'erica in Congress assembled^ That the President, 
having in time of war taken over the possession, use, control, and 
operation (called herein Federal control) of certain railroads and 
systems of transportation (called herein carriers), is hereby author- 
ized to agi'ee with and to guarantee to any such carrier making 
operating returns to the Interstate Commerce Commission, that dur- 
ing their period of such Federal control it shall receive as just 
compensation an annual sum, payable from time to time in reason- 
able installments, for each year and pro rata for any fractional year 
of such Federal control, not exceeding a sum equivalent as nearly 
as may be to its average annual railway operating income for the 
three years ended June thirtieth, nineteen hundred and seventeen. 

That any railway operating income accruing during the period of 
Federal control in excess of such Just compensation shall remain the 
property of the United States. In the computation of such income, 
debits and credits arising from the accounts called in the monthly 
reports to the Interstate Commerce Commission equipment rents and 
joint facility rents shall be included, but debits and credits arising 
from the operation of such street electric passenger railways, includ- 
ing railways commonly called interurbans, as are at the time of the 
agreement not under Federal control, shall be excluded. If any lines 
were acquired by, leased to, or consolidated with such railroad or 
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system between July first, nineteen hundred and fourteen, and De- 
cember thirty-first, nineteen hundred and seventeen, both inclu<ive, 
and separate operating returns to the Interstate Commerce Conimi- 
sion were not made tor such lines- after such acquisition, lease, ur 
consolidation, there shall (before the average is computed) be added 
to the total railway operating income of such railroad or system for 
the three years ended June thirtieth, nineteen hundred and seventeen, 
the total railway operating income of the lines so acquired, leased, 
or consolidated, for the period beginning July first, nineteen hundi*eJ 
and fourteen, and ending on the date of such acquisition, lease, a: 
consolidation, or on December thirty-first, nineteen himdred aii'l 
seventeen, whichever is the earlier. The average annual railway 
operating income shall be ascertained by the Interstate Commeitv 
Commission and certified by it to the President. Its certificate shali, 
for the purpose of such agreement, be taken as conclusive of th- 
amount of such average annual railway operating income. 

Every such agreement shall provide that any Federal taxes under 
the Act of October third, nineteen hundred and seventeen, or Act: 
in addition thereto or in amendment thereof, commonly called ^^ar 
taxes, assessed for the period of Federal control beginning Januar 
first, nineteen hundred and eighteen, or any part of such period, bliad 
be paid by the carrier out of its own funds, or shall be charged agaiii^ 
or deducted from the just compensation; that other taxes asse>M ! 
under Federal or any other governmental authority for the peri<J 
of Federal control or any part thereof, either on the property um«1 
under such Federal control or on the right to operate as a carrier. -^ 
on the revenues or any part thereof derived from operation (n<< 
including, however, assessments for public improvements or taie» 
assessed on property under construction, and diargeable under Ct 
classification of the Interstate Commerce Commission to investmenl 
in road and equipment), shall be paid out of revenues derived fnn» 
railway operations while under Federal control; that all taxes as- 
sessed under Federal or any other governmental authority for uk^ 
period prior to January first, nineteen hundred and eighteen, wh**;- 
ever levied or payable, shall be paid by the carrier out of its o^x 
funds, or shall be charged against or deducted from the just cc:.i.' 
pensation. 

Every such agreement shall also contain adequate and appropriai 
provisions for the maintenance, repair, renewals and depreciati- 
of the property, for the creation of any reserves or reserve fuii* 
found necessary in connection therewith, and for such account i»i 
and adjustments of charges and payments, both during and at t! 
end of Federal control as may be requisite in order that the projxn:^ 
of each carrier may be returned to it in substantially as good rep:* 
and in substantially as complete equipment as it was in at the l^ji: 
ning of Federal control, and also that the United States may. 
deductions from the just compensations or by other pro|>er nuM.- 
and charges, be reimbursed for the cost of any additions, rena :-, 
renewals, and betterments to such property not justly chargeanlr ' 
the United States; in making such accounting and adjustments. <! 
consideration shall be given to the amounts expended or resene«I 
each carrier for maintenance, repairs, renewals, and depreciaT' 
dyring tlie three years ended June thirtieth, nineteen hundred .n' 
seventeen, to the condition of the property at the beginning antl -■ 
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le end of Federal control and to any other pertinent facts and 
ircunistances. 

The President is further authorized in such agreement to make all 
[her reasonable pro visions, rot inconsistent with the provisions of 
li^ Act or of the Act entitled 'An Act making appropriations for 
le support of the Army for the fiscal 3'ear ending June thirtieth, 
ineteen hundred and seventeen, and for other purposes," approved 
uiriist twenty-ninth, nineteen hundred and sixteen, that he may 
?em necessary or proper for such Federal control or for the deter- 
ination of the mutual rights and obligations of the parties to the 
Treement arising from or out of such Federal control. 

If the President shall find that the condition of any carrier was 
iring all or a substantial portion of the period of three years ended 
une thirtieth, nineteen hundred and seventeen, because of non- 
aeration, receivership, or where recent expenditures for additions 
• improvements or equipment were not fully reflected in the oper- 
:ing railway income of said three years or a substantial portion 
lereof, or because of any undeveloped or abnormal conditions, so 
tceptional as to make the basis of earning hereinabove provided for 
lainly inequitable as a fair measure of just compensation, then the 
resident may make with the carrier such agreement for such amount 
I just compensation as under the circumstances of the particular 
se he shall find just. 

That every railroad not owned, controlled, or operated by another 
riier company, and which has heretofore competed for traffic with 
railroad or railroads of which the President has taken the posses- 
[>n, use, and control, or which connects with such railroads and is 
iga^ed as a common carrier in general transportation, shall be held 
k1 considered as within " Federal control," as herein defined, and 
^cessary for the prosecution of the war, and shall be entitled to 
e benefit of all the provisions of this Act : Provided^ however^ That 
^thing in this paragraph shall be construed as including any street 

interurban electric railway which has as its principal source of 
aerating revenue urban, suburban, or interurban passenger traffic, 

sale of power, heat and light, or Wh. 

The agreement shall also provide that the carrier shall accept all 
e terms and conditions of this Act and any regulations or order 
ide by or through the President under authority of this Act or of 
at portion of the Act entitled "An Act making appropriations for 
B support of the Army for the fiscal year ending June thirtieth, 
neteen hundred and seventeen, and for other purposes," approved 
iigust twenty-ninth, nineteen hundred and sixteen, which author- 
5S the President in time of war to take possession, assume control, 
id utilize systems of transportation. 

Sec. 2. That if no such agreement is made, or pending the execu- 
)n of an agreement, the President may nevertheless pay to any 
rrier while under Federal control an annual amount, payable in 
asonable installments, not exceeding ninety per centum of the esti- 
aited annual amount of just compensation, remitting such carrier, 

case where no agreement is made, to its legal rights for any bai- 
lee claimed to the remedies provided in section three hereof. Any 
lount thereafter found due such carrier above the amount paid 
all l)ear interest at the rate of six per centum per annum. The 

121157—19 19 
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acceptance of any benefits under this section shall constitute an 
acceptance by the carrier of all the provisions of this Act and shall 
obligate the carrier to pay to the United States, with interest at the 
rate of six per centum per annum from a date or dates fixed in pro- 
ceedings under section three, the amount by which the sums receive^! 
under this section exceed the sum found due in such proceedings. 

Sec. 3. That all claims for just compensation not adjusted (as 
provided in section one) shall, on the application of the President oi 
of any carrier, be submitted to boards, each consisting of three ref 
erees to be appointed by the Interstate Commerce Commission, mem 
bers of which and the official force thereof being eligible for servi^f 
on such boards without additional compensation. Such boards ol 
referees are hereby authorized to summon witnesses, require the pr'r^ 
duction of records, books, correspondence, documents, memorandtv 
and other papers, view properties, administer oaths, and may hol^ 
hearings in Washington and elsewhere, as their duties and the con- 
venience of the parties may require. In case of disobedience to i 
subpoena, the board may invoke the aid of any district court of tLi 
United States in requiring the attendance and testimony of witne?*^ 
and the production of documentary evidence, and such court withii 
the jurisdiction of which such inquiry is carried on may, in case <1 
contumacy or refusal to obey the subpoena issued to any pers^a 
corporation, partnership, or association, issue an order requiricj 
appearance before the board, or the production of documentary ev> 
dence i£ so ordered, or the giving of evidence touching the mattpj 
in question ; and any failure to obey such order of the court may It 
punished by such court as a contempt thereof. Such cases may i< 
heard separately or together or by classes, by such boards as t:i 
Interstate Commerce Commission in the first instance, or any boaW 
of referees to which any such cases shall be referred may determine. 
Said boards shall give full hearings to such carriers and to thi 
United States; shall consider all the facts and circumstances, arJ 
shall report as soon as practicable in each case to the President tl* 
just compensation, calculated on an annual basis and otherwi-^ ia 
such form as to be convenient and available for the making of i^n i 
agreement as is authorized in section one. The President is auth« •- 
ized to enter into an agreement with such carrier for just compen-* 
tion upon a basis not m excess of that reported by such board, au' 
may include therein provisions similar to those authorized un«i 
section one. Failing such agreement, either the United States or sud 
carrier may file a petition in the Court of Claims for the purpoee ^ 
determining the amount of such just compensation, and in the t^p' 
ceedings in said court the report of said referees shall be prima fu* •( 
evidence of the amount of just compensation and of the h^^^ 
therein stated. Proceedings in the Court of Claims under this -^^ 
tion shall be given precedence and expedited in every practica' ■■ 
way. 

Sec. 4. That the just compensation that may be detemnineti *• 
hereinbefore provided by agreement or that may be adjudicateil 
the Court of Claim shall be increased by an amount reckoned a? 
reasonable rate per centum to be fixed by the President upon v- 
cost of any additions and betterments, less retirements, and "f 
the cost of road extensions to the property of such carrier made 
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ch carrier with the approval of or order of the President while 
[?li property is under Federal control. 

Sec. 5. That no carrier while under Federal control shall, without 
? prior approval of the President, declare or pay any dividend 
excess of its re^lar rate of dividends during the three years ended 
ne thirtieth, nineteen hundred and seventeen : Provided^ however^ 
lat such carriers as have paid no regular dividends or no dividends 
rin^ said priod may, with the prior approval of the President, 
y- dividends at such rate as the President may determine. 
W'. 6. That the sum of $500,000,000 is hereby appropriated, out 
any moneys in the Treasury not otherwise appropriated, which, 
xnher with any funds available from any operating income of 
J carriers, may be used by the President as a revolving fund for 
\ purpose of paving the expenses of the Federal control, and so 
' as necessary the amount of just compensation, and to provide 
rninals, motive power, cars, and other necessary equipment, such 
niinuls, motive power, cars, and equipment to be used and ac- 
intenl for as the President may direct and to be disposed of as 
ii^res-s may hereafter by law provide. 

riie President may also make or order any carrier to make any 
lit ions, betterments, or road extensions, and to provide terminals, 
tive power cars and other equipment nece.ssary or desirable for 
• purposes or in the public interest on or in connection with the 
pei'ty of any carrier. He may from said revolving fund advance 
nch carrier all or any part of the expense of such additions, bet- 
neiits, or road extensions, and to provide terminals, motive 
rer, cars, and other necessary equipment so ordered and con- 
icted by such carrier or by the President, such advances to be 
rpred against such carrier and to bear interest at such rate and be 
able on such terms as may be determined by the President, to 
eiul that the United States may be fully reimbursed for any 
s so advanced. 

n y loss claimed by any carrier by reason of any such additions, 
ernients, or road extensions so ordered and constructed mav be 
ri I lined by agreement between the President and such carrier; 
iii^ such agreement the amount of such loss shall be ascertained 
i*o\ ided in section three hereof. 

roiii said revolving fund the President may expend such an 
unt as he may deem necessary or desirable for the utilization and 
•at ion of canals, or for the purchase, construction, or utilization 
opeiation of boats, barges, tugs, and other transportation facili- 
oii the inland, canal, and coastwise waterways, and may in the 
at ion and use of such facilities create or employ such agencies 
enter into such contracts and agreements as he shall deem in the 
!i<- interest. 

li'. 7. That for the purpose of providing funds requisite for 
irin^ obli^atioris, or for other legal and proper expenditures, or 
reorganizing railroads in receivership, carriers may, during the 
3d of Federal control, issue such bonds, notes, equipment trust 
ficates, stock, and other forms of securities, secured or unsecured 
nortgfage, as the President may first approve as consistent with 
public interest. The President may, out of the revolving fund 
bed by this Act, purchase for the United States all or any part of 
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such securities at prices not exceeding par, and may sell such securi 
ties whenever in his judgment it is desirable, at prices not less than ti. 
cost thereof. Any securities so purchased shall be held by the Seen- 
lary of the Treasury, who shall, under the direction of the President 
represent the United States in all matters in connection therewitli i: 
the same manner as a private holder thereof. The President slial 
each year as soon as practicable after January first, cause a detaile- 
report to be submitted to the Congress of all receipts and expeinl* 
tures made under this section and section six during the precediiy 
calendar year. 

Sec. 8. That the President may execute any of the powers hei 
and heretofore granted him with relation to Federal control throui 
such agencies as he may determine, and may fix the reasonable con 
pensation for the performance of services in connection therewiti 
and may avail himself of the advice, assistance, and cooperation 
the Interstate Commerce Commission and of the members and en 
ployees thereof, and may also call upon any department, comnnissidi 
or board of the Government for such services as he may deem » i 
pedient. But no such official or employee of the United States shil 
receive any additional compensation for such services except as n*ii 
permitted by law. 

Sec. 9. That the provisions of the Act entitled " An Act^maki 
jippropriations for the support of the Army for the fiscal year en*li 
J une thirtieth, nineteen hundred and seventeen, and for other ]>' 
poses," approved August twenty-ninth, nineteen hundred and sixtt- 
shall remain in force and effect except as expressly modified a 
restricted by this Act ; and the President, in addition to the pow 
conferred by this Act, shall have and is hereby given such other a 
further powers necessary or appropriate to give effect to the i>OTr«j 
herein and heretofore conferred. The provisions of this Act <hi| 
also apply to any carriers to which Federal control may be ht-rli 
after extended. 

Sec. 10. That carriers while under Federal control shall be >\i\ 
ject to all laws and liabilities as common carriers, whether ari^'^l 
under State or Federal laws or at common law, except in so far • 
may be inconsistent with the provisions of this Act or smy otWl 
Act applicable to such Federal control or with any order* of tf 
President. Actions at law or suits in equity may be broupht :( 
and agamst such carriers and judgments rendered as now provi.lt, 
by law ; and in any action at law or suit in equity against the can-^i 
no defense shall be made thereto upon the ground that the carr 
is an instrumentality or agency of the Federal Government. N 
shall any such carrier be entitled to have transferred to a Fe<lo: 
court any action heretofore or hereafter instituted by or agains? 
which action was not so transferable prior to the Federal contn-^' 
such carrier ; and any action which has heretofore been so transfer 
because of such Federal control or of any Act of Congress or off?- 
order or proclamation relating thereto shall upon motion of ei: 
party be retransferred to the court in which it was originally it 
tuted. But no process, mesne or final, shall be levied against 
property under such Federal control. 

That during the period of Federal control, whenever in his opi' 
the public interest requires, the President may initiate rates, hr^ 
charges, classifications, regulations, and practices by filing the - 
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itli the Interstate Commerce Commission, which said rates, fares, 
larges, classifications, regulations, and practices shall not be sus- 
?ncled by the commission pending final determination. 
Said rates, fares, charges, classifications, regulations, and prac- 
ces sliall be reasonable and just and shall take effect at such time 
id upon such notice as he may direct, but the Interstate Commerce 
ommission shall, upon complaint, enter upon a hearing concerning 
le justness and reasonableness of so much of any order of the 
resident as establishes or changes any rate, fare, charge, classifica- 
}i\^ regulation, or practice of any carrier under Federal control, 
id may consider all the facts and circumstances existing at the 
lie of the making of the same. In determining any questions con- 
rning any such rates, fares, charges, classifications, regulations, or 
•actices or changes therein, the Interstate Commerce Commission 
all give due consideration to the fact that the transportation sys- 
ois are being operated under a unified and coordinated national 
ntrol and not in competition. 

After full hearing tlie commission may make such findings and 
ders as are authorized bv the act to regulate commerce as amended, 
d said findings and orders shall be enforced as provided in said 
:*t : Provided^ howeve7\ That when the President shall find and cer- 
•y to the Interstate Commerce Commission that in order to defray 
B expenses of Federal control and operation fairly chargeable to 
ihvay operating expenses, and also to pay railway tax accruals 
ler than war taxes, net rents for joint facilities and equipment, and 
mpensation to the carriers, operating as a unit, it is necessary to 
rrease the railway operating revenues, the Interstate Commerce 
m mission in determining the justness and reasonableness of any 
te, fare, charge, classification, regulation, or practice shall take into 
asideration said finding and certificate by the President, together 
{\\ such recommendations as he may make. 

<K<\ 11. That every person or corporation, whether carrier or 
j.[>er, or any receiver, trustee, lessee, agent, or person acting for 
employed by a carrier or shipper, or other person, who shall know- 
l\y \'iolate or fail to observe any of the provisions of this Act, or 
ill knowingly interfere with or impede the possession, use, opera- 
nt or control of any railroad property, railroad, or transportation 
►teiii hitherto or hereafter taken over by the President, or shall 
[>wingly violate any of the provisions of any order or regulation 
de in pursuance of this Act, shall be guilty of a misdemeanor, 
:l shall, upon conviction, be punished by a fine of not more than 

000, or, if a person, by imprisonment for not more than two years, 
both. Each independent transaction constituting a violation of, 
a failure to observe, any of the provisions of this Act, or any other 
;ered in pursuance hereof, shall constitute a separate offense. For 
» taking or conversion to his own use or the embezzlement of money 
propei-ty derived from or used in connection with the possession, 

1. or operation of said railroads or transportation systems, the 
miiial statutes of the United States, as well as the criminal statutes 
the various States where applicable, shall apply to all officers, 
mts, and employees engaged in said railroad and transportation 
vice, while the same is under Federal control, to the same extent 
to persons employed in the regular service of the United States. 



>'!q 
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Prosecutions for violations of this Act or of any order entered her^ 
under shall be in the district coui-ts of the United States, under th 
direction of the Attorney General, in accordance with the proceihir 
for the collection and imposing of fines and penalties now existin^: 
said courts. 

Sec. 12. That moneys and other property derived from the oped 
tion of the carriers during Federal control are hereby declared t 
be the property of the United States. Unless otherwise directed •» 
the President, such moneys shall not be covered into the Trea>i;n 
but such moneys and property shall remain in the custody of ti 
same officers, and the accounting thereof shall be in the same num 
ner and form as before Federal control. Disbursements therefp^' 
shall, without further appropriation, be made in the same mnw:" 
as before Federal control and for such purposes as under the Int-: 
state Commerce Commission classification of accounts in fonv a 
December twenty-seventh, nineteen hundred and seventeen. :»• 
chargeable to operating expenses or to railway tax accruals and f^ 
such other purposes in connection with Federal control as the Prr= 
dent may direct, except that taxes under Titles One and Two of ? 
Act entitled "An Act to provide revenue to defray war exper- 
and for other purposes," approved October third, nineteen hund 
and seventeen, or any Act in addition thereto or in amendm 
thereof, shall be paid by the carrier out of its own funds. If Feder 
control begins or ends during the tax year for which any tax 
chargeable to railway tax accruals are assessed, the taxes for 
year shall be apportioned to the date of the beginning or endi 
of such Federal control, and disbursements shall be made only t 
that portion of such taxes as is due for the part of such tax > 
which falls within the period of Federal control. 

At such periods as the President may direct, the books sha^! i 
closed and the balance of revenues over disbursements .*^ha]' 
covered into the Treasury of the United States to the credit of f 
revolving fund created by this Act. If such revenues are insuffi< 
to meet such disbursements, the deficit shall be paid out of such n 
volving fund in such manner as the President may direct. 

Skc. 13. That all pending cases in the courts of the United N 
affecting railroads or other transportation systems brought wi. 
the Act to regulate commerce, approved February fourth, e'xiih* 
hundred and eighty-seven, as amended and supplemented, inclu<i 
the commodities clause, so called, or under the Act to protect tr 
and commerce against unlawful rCxStraints and monopolies, appm 
July second, eighteen hundred and ninety, and amendments ther*-* 
shall proceed to final determination as soon as may be. as if '• 
United States had not assumed control of transportation sj>U'V^ 
but in any such case the court having jurisdiction may, ujK>n i 
application of the United States, stay execution of final judgiuiM 'i 
decree until such time as it shall deem proper. 

Sec. 14. That the Federal control of railroads and transporta* 4 
systems herein and heretofore provided for shall continue for J 
during the period of the war and for a reasonable time then^atV: 
which shall not exceed one year and nine months next followim: » 
date of the proclamation by the President of the exchange of ratir • 
tion of the treaty of peace: Provided, howet^er^ That the Pre-ii f 
may, prior to July first, nineteen hundred and eighteen, relin«] " 
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(ontrol of all or any part of any railroad or system of transportation, 
further Federal control of which the President shall deem not needful 
or desirable; and the President may at any time during the period of 
Federal control agree with the owners thereof to relinquish all or any 
part of any railroad or system of transportation. The President may 
relinquish all railroads and systems of transportation under Federal 
control at any time he shall deem such action needful or desirable^ 
Xo right to compensation shall accrue to such owners from and after 
tjie date of relinquishment for the property so relinquished. 

Sec. 15. That nothing in this Act shall be construed to amend, 
repeal, impair, or affect the existing laws or powers of the States in 
relation to taxation or the lawful police regulations of the several 
States, except wherein such laws, powers, or regulations may affect 
the transportation of troops, war materials, Government supplies, or 
the issue of stocks and bonds. 

Sec. 16. That this Act is expressly declared to be emergency legis- 
lation enacted to meet conditions growing out of war; and nothing 
herein is to be construed as expressing or prejudicing the future 
policy of the Federal Government concerning the ownership, control^ 
or regulation of carriers or the method or basis of the capitalization 
thereof. 

Approved, March 21, 1918. . 



PROCLAMATIONS. j 

i 

i 

I 

By the President of the United States of America. 

i 

A PROCLAMATION. i 

i 

Whereas the Congress of the United States, in the exercise of ihei 
constitutional authority vested in them, by joint resolution of the. 
Senate and House of Representatives bearing date April sixth, nine- 
teen hundred and seventeen, resolved : 

That the state of war between the IJnittHl Stntes and the Imperial (Wrint 
Oovernment which has thus been thrust upon the United States is hereby f<i* 
mally declared ; and that the President be, and he is hereby authorizetl ; 
directed to employ the entire naval and militaiy forces of the United Su' 
and the resources of the Government to carry on war against the Imijeri 
Oerman Government ; and to bring the conflict to a successful termination a 
of the resources of the country are hereliy pledged by the Congress of f 
Uniteil States. 

And by joint resolution bearing date of December seventh, nine 
teen hundred and seventeen, resolved : 

That a state of war is hereby declared to exist between the United States oi 
America and the Imperial and Royal Austro-Hungarlan Government: aiul tii4 
the President he, and he is hereby, authorized and directed to employ the e!t1t 
naval and military forces of the United States and the resources of the G<»^f.> 
ment to carry on war against the imperial and Royal Austro-Hungarian 'rt""! 
ernmeut ; and to bring the conflict to a successful termination all the res4)U''^ 
of the country are hereby pledged by the Congress of the United States. 

And wliereas it is provided by section 1 of the act approved Augufil 
twenty-ninth, nineteen hundred and sixteen, entitled "An act makii< 
appropriations for the support of the Army for the fiscal year en^lioj 
June thirtieth, nineteen hundred and seventeen, and for other poll 
poses," as follows: 

The President in time of war is* empowered, through the SiM*retary of ^\a• 
to take possession and assume control of any system or systeir.s of trans|«»rr« 
tion, or any part thereof, and to utilize the same, to the exclusion. a< fi-r ^^ 
may be necessary, of all other trafl[lc thereon, for the transfer or transixirtj'' 
of troops, war material, and equipment, or for such other purposes ci>nnn 
Avith the emergency as may be needful or desirable. 

And whereas it has now become necessary in the national defei 
to take possession and assume control of certain systems of trari* 
portation and to utilize the same, to the exclusion, as far as ir.it 
be necessary, of other than war traffic thereon, for the transpori 
tion of troops, war material, and equipment therefor, and for othtf 
needful and desirable purposes connected with the prosecution •■ 
the war; 

Now, therefore, I, Woodrow Wu-sox, President of the Vhm- 
States, under and by virtue of the powers vested in me by the f'* ■ 
going resolutions and statute, and by virtue of all other po^'^ 
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thereto me enabling, do hereby, through Newton D. Baker, Secre- 
tary of War, take possession and assume control at 12 o'clQck noon 
on the twenty-eighth day of December, nineteen hundred and seven- 
teen, of each and every system of transportation and the appur- 
tenances thereof locatea wholly or in part within the boundaries of 
the continental United States and consisting of railroads and owned 
or controlled systems of coastwise and inland transportation engaged 
in general transportation, whether operated by steam or by electric 
power, including also terminals, terminal companies, and terminal 
associatons, sleeping and parlor cars, private cars and private car 
lines, elevators, warehouses, telegraph and telephone lines, and all 
other equipment and appurtenances commonly used upon or operated 
as a i^art of such rail or combined rail-and-water systems oi trans- 
portation; to the end that such systems of transportation be utilized 
for the transfer and transportation of troops, war material, and equip- 
ment, to the exclusion so far as may be necessary of all other traffic 
thereon; and that so far as such exclusive use be not necessary or 
desirable such systems of transportation be operated and utilized in 
the performance of such other services as the national interest may 
require and of the usual and ordinary business and duties of com- 
mon carriers. 

It is hereby directed that the possession, control, operation, and 
ntilizatioT! of r.uch transportation systems, hereby by me undeitaken, 
shall be exercised by and through William G. McAdoo, who is hereby 
appointed and designated Director General of Railroads. Said di- 
rector may perform the duties imposed upon him, so long and to 
such extent as he shall determine, through the boards of directors, 
receivers, officers, and employees of said systems of transportation. 
Until and except so far as said director shall from time to time by 
general or special orders otherwise provide, the boards of directors, 
receivers, omcers, and employees of the various transportation sys- 
tems shall continue the operation thereof in the usual and ordinary 
course of the business of common carriers, in the names of their re- 
spective companies. 

Until and except so far as said director shall from time to time 
otherwise by general or special orders determine, such systems of 
transportation shall remain subject to all existing statutes and orders 
of the Interstate Commerce Commission and to all statutes and 
orders of regulating commissions of the various States in which said 
systems or any part thereof may be situated. But any orders, gen- 
eral or special, hereafter made by said director shall have paramount 
authority and be obeyed as such. 

Nothing herein shall be construed as now affecting the possession, 
operation, and control of street electric passenger railways, includ- 
ing railways commonly called interurbans, whether such railways 
be or be not owned or controlled by such railroad companies or sys- 
tems. By subsequent order and proclamation, if and when it shall 
be found necessary or desirable, possession, control, or operation may 
be taken of all or any part of such street railway systems, including 
subways and tunnels; and by subsequent order and proclamation 
possession, control, and operation in whole or in part may also be 
relinquished to the owner's thereof of any part of the railroad sys- 
tems or rail and water systems, possession and control of which are 
hereby assumed. 
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and assume control at 12 o'clock noon on the eighteenth day of X<^ 
veniber, nineteen hundred and eighteen, of that certain system of 
transportation called the American Railway Express Company ami 
all of its appurtenances and property of every kind or nature, di- 
rectl}^ or indirectly, owned, leased, chartered, controlled, or used \i 
the conduct of, or in connection with, its express business. 

It is hereby further dii'ected that the possession, control, operatioii 
and utilization of said express transportation system hereby by m 
undertaken shall be exercised by and throurfi William G. McAd(xi. 
heretofore appointed Director General of Kailroads, with all tlu 
powers conferred upon him by the said Proclamations of DecemUr 
twenty-six, nineteen hundred and seventeen, and March twenty-nine, 
nineteen liundred and eighteen, respectively, together with all ant 
singuhir the powers conferred upon the President bv the Act «! 
Congress entitled, *'An Act to Provide for the Operation of Tran- 
portation Systems while under Federal Control, for the Just (on 
pensation of their Owners, and for Other Purposes," approved Maiv: 
twenty-one, nineteen liundred and eighteen. 

The said Director (General of Railroads may perform the diitit*- 
hereby imposed upon him, so long and to such an extent as he shal 
determine, through the Board of Directors, oificers and eniployei' 
of the said American Kailway Express Company, under the contrail 
alreadv made, and dated the twentv-sixth dav of June, nineteen liui 
dred and eighteen, between the said Director General of Railn)ai.- 
and said American Kailway P^xpress Company, and until and exay 
so far as said Director General shall from time to time by general r. 
special orders otherwise provide, the Board of Directors, oflScei*s aii- 
employees of said Company shall continue the operation thereof ii 
the usual and oi'dinary course under such contract. 

From and after 12 o'clock noon on said eighteenth November, n'm 
teen hundred and eighteen, the said transportation system shall coi. 
clusively be deemed within the possession and control of said P 
rector (ieneral without further act or notice. 

In witness whereof, I have hereimto set my hand and caused ti. 
Seal of the Ignited States to be affixed. 

Done by the President, through Newton D. Baker, Secretary «* 
War, in the District of Columbia, this sixteenth day of November, i: 
the year of our Lord, one thousand nine hundred and eighteen, ai: 
of the indejjendence of the I"^nited States the one hundred and fort; 
third. 

[seal.] Woodkow Wii^son. 

By the President : 
Robert Lansing, 

Secretary of State. 
Newton D. Bakek, 

Secretary of ^Var. 
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Statement of the President. 

I have exercised the powers over the transportation systems of the 
country which were granted me by the act of Congress of last 
August because it has become imperatively necessary for me to do 
so. This is a war of resources no less than of men, perhaps even 
more than of men, and it is necessary for the complete mobilization 
of our resoiu'ces that the transportation systems of the country 
should be organized and employed under a single authority and a 
:>implified method of coordination which have not j^oved possible 
under private management and contrpl. The committee of railway 
executives who have been cooperating with the Government in this 
all-impoilant matter have done the utmost that it was possible for 
tliem to do; have done it with patriotic zeal and \\'ith great ability; 
but there were difficulties that they could neither escape nor neu- 
tralize. Complete unity of administration in the present circum- 
stances involves upon occasion and at many points a serious dislo- 
cation of earnings, and the committee was, of course, without 
power or authority to rearrange charges or effect proper compensa- 
iioiis and adjustments of earnmgs. SeA'eral roads which were will- 
ingly and with admirable public spirit accepting the orders of the 
lommittoe have already suffered from these circumstances and should 
lot be required to suffer further. In mere fairness to them the full 
luthority of the Government must be substituted. The Government 
tself will thereby gain an immense inci'ease of efficiency in the con- 
luct of the war and of the innumerable activities upon which its 
luccessfiil conduct depends. 

The public interest must be first served and, in addition, the finan- 
cial interests of the Government and the financial interests of the rail- 
rays must be brought under a common direction. The financial 
)perations of the railways need not then interfere with the borrow- 
ngs of the Government, and they themselves can be conducted at a 
!:ieater advantage. Investors in railway securities may rest assured 
hat their rights and interests will be as scrupulously looked after 
)y the (xovemment as they could be by the directors of the several 
•ailway systems. Immediately upon the reassembling of Congress I 
hall recommend that these definite guarantees be given: First, of 
!Ourse, that the railway properties will be maintained during the 
)eriod of Federal control in as good repair and as complete equip- 
nent as when taken over by the Government ; and, second, that the 
•oads shall receive a net operating income equal in each case to the 
iverage net income of the three years preceding June thirtieth, 
lineteen hundred and seventeen ; and I am entirely confident that the 
?ongress will be disposed in this case, as in others, to see that justice 
s done and full security assured to the owners and creditors of the 
jreat systems which the Government must now use under its own 
lirection or else suffer serious embarrassment. 

The Secretary of War and I are agreed that, all the circumstances 
)eing taken into consideration, the best results can be obtained under 
he immediate executive direction of the Hon. William G. McAdoo, 
Jvhose practical experience peculiarly fits him for the service and 
«?hose authority as Secretary of the Treasury will enable him to 
coordinate as no other man could the many financial interests which 
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will be involved and which might, unless systematically directed, 
suffer very embarrassing entanglements. 

The Government of the United States is the only great Government 
BOW engaged in the war which has not already assumed control of 
this sort. It was thought to be in the spirit of American institution- 
to attempt to do everything that was necessary through private man- 
agement, and if zefal and ability and patriotic motive could hav(' 
accomplished the necessary unification of administration it wouli 
certainly have been accomplished ; but no zeal or ability could over- 
come insuperable obstacles, and I have deemed it my duty to recog- 
nize that fact in all candor, now that it is demonstrated, and to uh^ 
without reserve the great authority reposed in me. A great national 
neceSvsity dictated the action, and I was therefore not at liberty !•• 
abstain from it. 

WooDROw Wilson. 

[Authorizing the Director General of Railroads to exercise powers con fern- 

on the President by Congress.] 

By the President of the United Stai'es of America. 

A PEOCLAMATION. 

Whereas, by the proclamation dated December twenty-sixth, nint - 
ten hundred and seventeen, taking over each and every system o: 
transportation and the appurtenances thereof located whollj' or ii 
part within the boundaries of the continental United States, it w:i- 
provided "that the possession, control, operation, and utilization o* 
such transportation systems hereby by me undertaken, shall l>e ox 
ercised by and through William G. McAdoo, who is hereby appointol 
and designated Director General of Railroads,'' and the said Williai:- 
G. McAdoo pursuant to said proclamation entered upon and liti- 
continued to discharge the duties of Director General of Raihoa - 
as provided therein; and 

Whereas, since the issuance of said proclamation the Congrt--- 
of the United States has passed an act entitled " An Act to Pn>\i' 
for the Operation of Transportation Systems while under Feilera 
Control, for the Just Compensation of their Owners, and for oth . 
Purposes,-' which act was duly approved by me on the twenty-tir-i 
day of March, nineteen hundred and eighteen, and is now in full for 
and effect; and in terms confers upon the President the powers spe^. 
fied therein and the authority to carry the same into effect: and 

Whereas, it is provided in Section 8 of said act that the Presiilon* 
may execute any of the powers therein and theretofore granted hini 
with relation to the Federal control of systems of transportation an«. 
parts thereof, including railroads, inland waterways, etc., throu*::- 
such agencies as he may determine; 

Now, Therefore, I, Woodrow Wilson, President of the Unitt**. 
States, under and by virtue of the powers and authority so vested i:. 
me by said act and of all other powers me hereto enabling, do herel*} 
authorize the said William G. McAdoo, Director General of Railroau- 
as aforesaid, either personally or through such divisions, agencit-^ 
or persons as he may appoint, and in his own name or in the nacif 
of such divisions, agencies, or persons, or in the name of the Pre<j 
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lent to agree with the cairiers or any of thei 
iprson in interest, upon the amount of com pens 
imnt to law, and to sign, seal, and deliver in hi 
umB of the President or in the name of the 
ip'eements as may be necessary and expedient 
icrs or other pei-sons in interest respecting c 
)tlier matter concerning which it may be nece; 
kill and to make any and all contracts, agreei 
lecessary or expedient and to issue any and all 
iny way be found necessary and expedient in 
;'ederal control of systems of transportation, i 
vnterways as fully in al! respects as the Preside! 
ind generally to do and perform all and singuli 
iihI to exercise all and singular the powers and 
'>y the said act, or any other act in relation to tl 
?i-esident is authorized to do and perform. 

In Witness Whereof. I have hereunto set my 
/eal of the United States to be affixed. 

Done in the District of Columbia this twenty 
n the year of our Lord one thousand nine hi 
iiid of the Independence of the United States 
uindi'ed and forty-second. 

(SEAI,] 

By fhe President: 
Robert Lansing, 

Sreretar^j of State. 



IPiiweMslon mill cMitml uf .■Viwrifim Itiiilwiiy K 
By the President ok the United State 
A PROCLAMATION. 

POSSESSION AND < ONTROL OK A CERTAIN TKANSI 

Whereas the organizations for the conduct of 
ver numerous systems of transporation which h 
inder Federal control, and pertaining to such 
ation, have been consolidated into the Anieric 
'onipany which hiis been made the sole agent ol 
onducting the express business, with the result 
"ortation system of said Express Company ha 
ubstance and effect placed under Federal contri 

Whereas it is desirable, in order to administi 
iifre the transportation business and operations c 
lay Express System to make it specificiilly clei 
ifiii that the President has the possession, u-e. c 
if tlie entire transportation system of the Aiiieri 
.'oil I puny. 

Now. therefore, I. WfjnuRow ^Vn.sox. Pits: 
states, under and by virtue of the jiowcrs vesi 
lorcby. tbrough Xcwton I>. liiiker. Secietaiy of 
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(/) Wherever in this agreement the words "standard return" art» 
used, they shall be understood . as meaning average annual railway 
operating income, computed in the manner provided in section 1 oi 
the Federal control act, and ascertaained and certified by the Oin- 
mission. 

iff) Wherever in this agreement the words "Director General " an» 
used, they shall be understood as designating the person who has l)een 
or may from time to time be appointed by the President to exenl^ 
the powers conferred on him by law with relation to Federal contn»L 
or such agents or agencies as the Director General may from time t»' 
time appoint for the purpose; and wherever by this agreement aiy 
notice is to be given by the Director General, the same may be gi^r 
in his name by any subordinate thereto duly authorized. 

(A) Wherever the property of any of the Companies is refen-i 
to in this agreement it shall be understood as including all the pn^r- 
eity of that Company described in paragraph (a) of section 2 here^jf. 
whether owned by or leased to it, and, where tne context permits. aJ 
additions or betterments thereto or extensions thereof made duriic 
Federal control; and as to all such leased property the Companies 
shall have the benefit of and be subject to all the obligations and prn 
visions of this agreement and shall be subject to all duties imposed !•) 
law in respect of such leased property. 

(i) The descriptive words at the heads of the several section> •»( 
this agreement and the table of contents are inserted for convenien-^ 
merely, and are not to be used in the construction of the agreement. 

Section 2. — ^Property Taken Over. 

Sec. 2. The railroads and systems of ti'ansportaion of the ConhJ 
pany and of its said Affiliated Companies of which the President h* 
taken over possession, use, control, and operation shall be considereJ 
as including: 

(a) The following roads and properties:* 



Together with all branches and tracks, trackage, bridge, and terui 
nal rights, and lines of railroad owned by or leased to and opemtr 
by any of the Companies as a part of their systems of transportati": 
and all other property of the Companies, with the appurtenan.^* 
thereof, whether included in the foregoing list or not, the reven - • 
of which were used, or which, if the property had been then own**, 
by or leased to any of the Companies and had then been reven • 
bearing, would have been used, in computing its standard return. 

Each of the Companies reserves to itself the benefit of all lea.-^ 
(and of all rents and revenues accruing therefrom) of parts of ' 
right of way, station grounds, ahd other property, the revenuej^ fn 

* The description here Inserted should be Indented. 
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rhich under the accounting rules of the Commission in force during 
be test period were properly creditable to " miscellaneous rent in- 
ome'' or "miscellaneous income/' Each of the Companies grants 
) tlie Director General all its rights to terminate leases of any part 
f its right of way, yards, or station grounds, and to occupy and use 
be premises of any such lessee when, in his judgment, the same is 
squired for operating purposes. Each of the Companies shall have 
3r its own benefit the right to lease for industrial sites or other pur- 
oses such portion of its right of way, yards, or station grounds, or 
anictures thereon as are not required by the Director General for 
perating purposes, and to receive and enjoy the rentals therefrom, 
ibject to the right of the Director General to cancel any such lease 
ad to occupy the premises or structures whenever, in his judgment, 
le same are necessary for operating purposes. All expenses con- 
^cted with any such property heretofore or hereafter leased or other- 
ise occupied, as in this paragraph provided, including taxes thereon 
hich during the test period were not charged to railway tax ac- 
'uals, shall be paid by the Companies while receiving the revenues 
lerefrom. 

(b) All materials and supplies on hand at midnight December 31, 
III. 

(c) All balances in the account or accounts representing the total 
■ '* Net balance receivable from agents and conductors " as of mid- 
ght December 31, 1917. 

Section 3. — Acceptance. 

Sec. 3. (a) The Companies accept all the terms and conditions of 
e Federal control act and any regulation or order made by or 
rough the President under authority of said act or of that portion 
the act approved August 29, 1916, referred to in paragraph {a) 
tlie preamble to this agreement which authorizes the President in 
ne of war to take posse>ssion, assume control, and utilize systems of 
insportation ; and they further and expressly accept the covenants 
d obligations of the I)irector General in this agreement set out and 
B rights arising thereunder in full adjustment, settlement, satisfac- 
>n, and discharge of any and all claims and rights, at law or in 
uity, which they or any of them now have or hereafter can have, 
lerwise than under this agreement, against the United States, the 
esident, the Director General, or any agent or agency thereof, for 
nipensation under the Constitution and laws of the United States 
r the taking possession of their property, and for the use, control, 
d operation thereof during Federal control, and for any and all 
58 and damage to their business or traffic by reason of the diversion 
ereof or otherwise which has been or may be caused by said taking 
by said possession, use, control, and operation. 
Nio claim is made by the Companies for compensation for the period 
twecn noon of December 28 and midnight of December 31, 1917; 
d the revenues of said period shall belong to the Companies, and 
B expenses thereof shall be paid by them, allocated in both cases as 
ovided in paragraph (b) of section 4 hereof. 

(h) The Oompanies, on their own initiative or upon the request of 
B Director General, shall take all appropriate and necessary cor- 
rate action to carry out the obligations assumed by them in this 
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authorized the President to enter into agreements with the companie> 
owning the raih'oads and systems tlius taken over for the mainteuanc e 
and uj)keep of the same during the period of Federal control, for the 
determination of the rights and obligations of the parties to the 
agreement arising from or out of F'ederal control including tlie 
compensation to be received or guaranteed, and for other purpose^, as 
in said act more fully set out, and authorized the President to ex. rcisc' 
any of the powers by said act or theretofore granted him with relation 
to Federal control tiirough such agencies as he might determine: and 
(c) Whereas by a proclamation dated March 29, 1918, the Presi- 
dent, acting under the Federal control act and all other powers him 
thereto enaoling, authorized the Director General, either personally 
or through such divisions, agencies, or persons as he may appoint, 
and in his own name or in the name of such divisions, agencies, or 
persons, or in the name of the President, to agree with the carrier^ 
or any of them, or with any other person in interest, upon the amount 
of compensation to be paid pursuant to law, and to sign, seal, and 
deliver in his own name or in the name of the President or in the 
name of the United States such agreements as may be necessary and 
expedient with the several carriers or other persons in interest re- 
specting compensation, or any other matter concerning which it may 
be necessary or expedient to deal, and to make any and all contract^, 
agreements, or obligations necessary or expedient, and to issue any 
and all orders which may in any way be found necessary and expe- 
dient in connection with the Federal control of systems of trans- 
portation, railroads, and inland waterways as fully in all respects 
as the President is authorized to do, and generally to do and i)erform 
all and singular the acts and things and to exercise all and singular 
the powers and duties which in and by the said act, or sluj other act 
in relation to the subject thereof, the President is authorized to do 
and perform ; and 

(a) Whereas the said William G. McAdoo has resigned as Director 
General of Eailroads and by a proclamation dated January 10, 1919, 
the President appointed Walker D. Hines Director General of Rail- 
roads and authorized him, either personally or through such divi- 
sions, agencies, or persons as he may appoint, in his own name or in 
the name of such divisions, agencies, or persons, or in the name of the 
President, to a^ee with the carriers or any of them or with any 
other person in interest, upon the amount of compensation to be paid 
pursuant to law, and to sign, seal, and deliver in his own name or in 
the name of the President, or in, the name of the United States of 
America, such agreements as may be necessary and expedient with 
the carriers or other persons in interest respecting compensation, or 
any other matter concerning which it may be necessary or expedient 
to deal, and to make any and all contracts, agreements, or obliga- 
tions necessary or expedient, and to issue any and all orders which 
may in any way be found necessary and expedient in connection with 
the Federal control of the systems of transportation taken over by 
the proclamation of December 26, 1917, as fully in all respects as the 
President is authorized to do, and generally to do and perform all 
and singular all the acts and things and to exercise all and' singular 
the powers and duties in relation to such Federal control that the 
President is by law empowered to do and perform ; and 
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(e) Whereas the Interstate Commerce Commission has certified to 
the President the amount of the average annual railway operating 
incomes of the said companies, computed in the manner provided in 
section 1 of the Federal control act, and the aggregate of which 

amounts is ^ 

dollars and cents ($ ), subject to 

such changes and corrections as the commission may hereafter deter- 
mine and certify to be requisite in order that the accounts and re- 
ports of the companies used by the commission as the basis of com- 
puting said average annual railway operating incomes may be 
brought into conformity with the accounting rules or regulations of 
the commission in force at the time of such accounting, or in order 
to correct computations based on such accounts or reports. 

Now, Therefore, the parties hereto, of the first and second parts, 
respectively, each in consideration of the agreements of the other 
herein contained, do hereby covenant and agree to and with each 
other as follows : 

Section 1. — Privity, Alterations, Definitions, Etc. 

iSec. 1. (a) This agreement shall be binding upon the United 
States, the Director General and his successors, and upon the Com- 
panies, and their respective successors and assigns. 

Wherever in this agreement the word "Company " is used, it shall 

\)Q understood as meaning the 

Company • the words "Affiliated Companies " shall be understood as 

meaning tne .1 other corporations, parties to this 

agreement; and the word "Companies " shall be understood as mean- 
ing" the corporations, parties to this agreement. 

The rights and obligations of the Companies in this agreement con- 
tained are several, not joint. The Companjr owns all the stock, except 
directors' qualifying shares, of all the Amliated Companies. 

This agreement shall not be construed as creating any right, claim, 
privilege, or benefit against any party hereto in favor of any state 
or any subdivision thereof, or of any individual or corporation other 
than the parties hereto. 

(6) The provisions of this agreement may be altered, amended, or 
added to by and only by mutual consent signified by instruments in 
writing signed by the Director General and by some officer of the 
Company thereto duly authorized by the Board of Directors of the 
Company. 

(c) Wherever in this agreement the word "Commission" is used 
it shall be understood as meaning the Interstate Commerce Commis- 
sion, acting by divisions or otherwise as authorized by law ; but any 
party shall have the right to have the decision of any division re- 
viewed by the Commission sitting as a whole. 

(d) Wherever in this agreement the words " Federal control " are 
used to indicate a period of time, they shall be understood as mean- 
ing the period from 12 o'clock midnight of December 31, 1917, to 
and including the day and hour on which said control shall cease. 

(e) Wherever in this agreement the words " test period " are used, 
they shall be understood as meaning the period between July 1, 1914, 
and June 30, 1917, both inclusive. 

121157—19 20 
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with the valuation orders and other requirements of the CommissioR 
and to the cooperation of the Companies in the making of such valu 
ation, shall be paid by the Director General as a part of railway 
operating expenses. If the Company is dissatisfied with the ruling 
of the Director General, it may appeal to the Commission, whcb? 
decision shall be final. 

(g) The Director General shall furnish, for additions, betterment \ 
and road extensions to the Companies' property approved or ordeivti 
by him, any of the materials and supplies taken over under para- 
graph (&) of section 2 hereof, or purchased by him and held for ik 
in connection with the Companies' property, in so far as, in Li- 
judgment, he can do so with due regard to his own requi^emeIlt^ 
Materials and supplies so furnished shall be charged to the Com 
panies at cost. 

(A) The Director General shall at his option be substituted f-r 
the period of Federal control in the place of the Companies in r - 
spect of the benefits and obligations of contracts relating to oper. 
ti^on in force January 1, 1918 (including contracts made by subsiil 
aries for the use and benefit of the Companies and the right to abr 
gate or change and make new contracts with express companies ir 
the period of Federal control), except as to contracts between tlr 
Companies and subsidiary companies which shall be considered an 
treated as arrangements or practices; and the Director General sha 
in like manner at his option be substituted for such period in respn 
of the benefits and obligations of arrangements and practices in for ' 
during the test period in regard to fuel, materials, and supplies fr 
the operation of the property described in paragraph (a) of n- 
tion 2 hereof and of any additions, betterments, and road extensioi 
thereto, obtained from any mine, oil field, or other source of su[»| i 
owned or controlled by the Companies, it being understood tli : 
under such arrangements or practices, if availed of by the Dire* t ' 
General, he shall, to the extent necessary to offset any increa*^* : 
the standard return growing out of the furnishing by the Compan;- 
or their subsidiaries, during the test period, of fuel, materials. :i' 
supplies under an arrangement or practice at less than the then o - 
or the then market value thereof for railroad purposes, be charir 
foi* such fuel, materials, and supplies a price expressed in doll: - 
or cents per unit below or above the then cost or the then mark 
value thereof for railroad purposes (as the practice of the Com par 
may have been) in the same amount that the prices charged t 
Companies during the test period were below or above the then o - 
or the then market value thereof for railroad purposes: and at ^ 
request of the Director General or the Companies the prices for f 
or materials supplied between December 31, 1917, and the exe- 
tion of this contract shall be adjusted on the foregoing basis: /' 
vided^ however^ That a source of supply which the Companies i. 
acquired to safeguard their own operations shall not be depler- 
or reduced for use en other transportation systems, except in c:*- 
of emergency to be determined by the Director General, in wh 
event the quantity so used on other transportation systems shall 
accounted for to the Companies at the fair value thereof: Ami / 
vided fitrfher. That materials and supplies secured under contn ' 
which the Companies had made for their own operations shall. - 
far as practicable, be used on the Companies' property, and thai. • 
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which under the accounting rules of the Commission in force during 
the test period were properly creditable to "miscellaneous rent in- 
come " or " miscellaneous income/' Each of the Companies grants 
to the Director General all its rights to terminate leases of any part 
of its right of way, yards, or station grounds, and to occupy and use 
the premises of any such lessee when, in his judgment, the same is 
required for operating purposes. Each of the Companies shall have 
for its own benefit the right to lease for industrial sites or other pur- 
poses such portion of its right of way, yards, or station grounds, or 
structures thereon as are not i*equired by the Director General for 
operating purposes, and to receive and enjoy the rentals therefrom, 
subject to the right of the Director General to cancel any such lease 
und to occupy the premises or structures whenever, in his judgment, 
the same are necessary for operating purposes. All expenses con- 
nected with any such property heretofore or hereafter leased or other- 
wise occupied, as in this paragraph provided, including taxes thereon 
which during the test period were not charged to railway tax ac- 
cruals, shall be paid by the Companies while receiving the revenues 
therefix)m. 

{b) All materials and supplies on hand at midnight December 31, 
1917. 

(c) All balances in the account or accounts representing the total 
of -"^ Net balance receivable from agents and conductors " as of mid- 
night December 31, 1917. 

Section 3. — Acceptance. 

Sec. 3. (a) The Companies accept all the terms and conditions of 
the Federal control act and any regulation or order made by or 
through the President under authority of said act or of that portion 
of the act approved August 29, 1916, referred to in paragraph (a) 
of the preamble to this agreement which authorizes the President in 
time of war to take possession, assume control, and utilize systems of 
transportation; and they further and expressly accept the covenants 
and obligations of the Director General in this agreement set out and 
the rights arising thereunder in full adjustment, settlement, satisfac- 
tion, and discharge of any and all claims and rights, at law or in 
equity, which they or any of them now have or hereafter can have, 
otherwise than under this agreement, against the United States, the 
President, the Director General, or any agent or agency thereof, for 
compensation under the Constitution and laws of the United Stat/cs 
for the taking possession of their property, and for the use, control, 
and operation thereof during Federal control, and for any and all 
loss and damage to their business or traffic by reason of the diversion 
tliereof or otherwise which has been or may be caused by said taking 
or by said possession, use, control, and operation. 

Xo claim is made by the Companies for compensation for the period 
between noon of December 28 and midnight of December 31, 1917; 
and the revenues of said period shall belong to the Companies, and 
the expenses thereof shall be paid by them, allocated in both cases as 
provided in paragraph (6) of section 4 hereof . 

(6) The Companies, on their own initiative or upon the request of 
the Director General, shall take all appropriate and necessary cor- 
porate action to carry out the obligations assumed by them in this 
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agreement or lawfully imposed upon them by or pursuant to the 
proclamation of December 26, 1917, or by the Federal control act. 

(c) The Federal control act being in section 16 thereof expressly 
declared to be emergency legislation enated to meet conditions grow- 
ing out of war, nothing in this agreement shall be construed as ex- 
pressing or prejudicing the future policy of the Federal Government 
concerning tne ownership, control, or regulation of the Companies, or 
the method or basis of the capitalization thereof, and the recitals or 
provisions of this agreement shall not be used, as evidence or other- 
wise, by or against any party hereto in any pending or future pro- 
ceeding which involves the acquisition or valuation ot the property of 
any of the Companies or any part thereof ; but nothing in this para- 
graph shall be taken or construed as affecting the settlement and dis- 
charge contained in paragraph (a) of this section, nor as limiting or 
oualifying any of the provisions of said paragraph for the purposo> 
tnereof , nor as limiting the use of this agreement as evidence in any 
proceeding under this agreement or under the Federal control act. 

Section 4. — Operation and Accounting During Federal Control. 

Sec. 4. (a) All amounts received by the Director General under 
paragraph {c) of section 2 hereof and all other amounts whether 
received from the Companies in cash or collected or realized upon 
by him from current operating assets belonging to the Companies or 
arising from railway operations prior to midnight of December 31, 
1917, shall be credited by him to the Companies; and the Director 
General shall, to the extent of the cash so received or realized, pay 
and charge to the Companies all expenses arising out of railway oper- 
ations prior to January 1, 1918, including reparation claims, and, 
unless objected to by the Company, may pay and charge to the Com- 
panies any of such expenses, including reparation claims, in exce>s 
of the cash so received or realized. Balances of the above accounts 
shall be struck quarterly on the last days of March, June, September, 
and December of each year, and the cash balance found on such 
adjustments to be due either party shall be then payable and, if not 
paid, shall bear interest at the rate of 6 per cent per annum, unless 
the parties shall agree upon a different rate; except that the rate 
of interest on any portion of a balance found due to the Companies 
which is derived from cash in bank to the credit of the Companies 
on interest, shall be adjusted in each case independently of this 
contract as the parties may agree. 

(b) Railway operating expenses, reparation and other claims, hire 
of equipment, and joint facility rents shall be allocated with refer- 
ence to the time when incurred as between the period prior and 
subsequent to midnight of December 31, 1917, and as between the 
period of Federal control and the period subsequent thereto. Bail- 
way operating revenues shall be allocated as between the period 
prior and subsequent to midnight of December 31, 1917, in accord- 
ance with the established accrual practices of the Companies; ex 
cept that where prior to midnight of December 31, 1917, the Com- 
panies' part of a service on through business had been completed or 
carload lots on their own lines had reached destination, the I'ev- 
enue of the Companies for such service shall be allocated to them: 
but as to classes of traffic where in the opinion of the Director Gen- 
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leral such allocation will involve undue delay or undue absorption 
of accounting labor, such revenues shall be allocated in accordance 
with the established accrual practices of the Companies. Like 
Jiiethods of accruing and allocating such revenues shall be used at 
ihe end of Federal control. 

(c) All expenditures made by the Director General during Federal 
control for additions and betterments, exclusive of equipment, or for 
extensions begun prior to January 1, 1918, shall be charged to the 
Companies, and if the completion of any such addition, betterment, or 
extension is approved or ordered by the Director General, the Com- 
pany shall be entitled under the provisions of paragraph {d) of sec- 
tion 7 hereof to interest on the cost thereof from the completion of the 
work ; but no interest (except to the extent that the same may be al- 
lowed and included in the compensation provided for in paragraph 
[a) of section 7 hereof) shall be due the Company upon any such ex- 
penditures for work done prior to January 1, 1918. Payments for all 
equipment ordered or under construction by any of the Companies 
prior to January 1, 1918, but delivered on or after thatdate, shall also 
l>e considered as expenditures made bv order or approval of the Di- 
rector General under paragraph {d) or section 7 hereof. Interest dur- 
ing construction payable under this paragraph, and also interest dur- 
ing construction on the cost of any additions, betterments, and roa4 
extensions made by the Companies or at their expense to the Com- 
panies' property during Federal control, shall be included in the 
cost of the work. 

{d) Cash receipts or disbursements and other items arising out 
of transactions which do not enter into or form a part of those used 
in determining the Companies' standard return shall not be received 
or paid by the Director General unless such transactions are negoti- 
ated or conducted by his order for account of the Companies and 
with the consent of the Company. When moneys are so received or 
paid by the Director General in connection with such corporate 
transactions they shall be credited or charged to the Companies. 
There shall be an accounting of the amounts due by or to any of 
the parties under this paragraph at the end of each quarter year of 
Federal control, and the amount so found due shall be then payable, 
and if not paid shall bear interest as provided in paragraph (a) of 
this section. 

(e) All sums paid by the Director General to maintain pension 
funds or pension obligations or practices, and all contributions to 
Young Men's Christian Associations of employees, employees' sav- 
ings lunds, relief funds or associations, reading rooms, or health, 
accident, or death benefits for employees shall be treated as a part 
of railway-operating expenses during Federal control. 

(/) All salaries and expenditures incurred by the Companies dur- 
ing Federal control for purposes which relate to the existence and 
maintenance of the corporations, or to the properties of the Com- 
panies not taken over by the President, or to negotiations, contracts, 
valuations, or any business controversy with the Government or any 
branch thereof, and which are not specially authorized by the Direc- 
tor General, shall be borne by the Companies, except that the expenses 
of valuation now being made by the Commission to the extent that 
they are, in the opinion of the Director General, necessary to comply 
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test period in respect to such matters and to any other pertinent fatt 
and circumstances, determines that it is just and reasonable that ;. 
said cost or value shall be apportioned or extended over a periuu «i 
more than one year, this shall be done, and so much of said cosi 
value as may be apportioned by the Commission over the period >vX 
sequent to Federal control, shall be charged to the Companies in iij 
final accounting at the end of Federal control and shall be paid ' 
them. 

If, during Federal control, any of the property descril)e<l 
paragraph {a) of section 2 liereof or any replacement therw»f •< 
addition thereto or betterment or extension thereof is destroveil « 
damaged by fire, and is not restoi^ed or replaced by the Director iv 
eral, he shall i-eimburse the Companies the value of the property ■ 
stroyed or the amount of the damage at the time of the fii-e : and i 
cost of restoration or replacement or said vaUie or damage, as i 
case may be, shall be charged to annual railway operating expeiw 
but the same shall not be considered a charge to such expense> f 
the purposes specified in paragraph (a) of this section. 

In case of any such loss or damage by fire, the Director iieiwn 
shall, if given written notice of the requirements* of any mortga<rr 
equipment lease, or trust on the property so destroyed or daniHiTr 
make such restoration or replacement, or pay such value or damai^ 
in such way as to meet the requirements of such mortgage, equji 
ment lease, or trust in the same manner as would have been proper : 
applying the proceeds of insurance on such property if it had \r 
insured oy the Companies against loss or damage b}' fire in ac.Hr 
ance with the terms of such instruments in lien; and a conipliai 
with the written request of the Company in respect thereof shall 
a full acquittance of any obligation of the Director General in r 
premises. 

The foregoing parts of this paragraph are subject to the i)n'\ - 
that in case of loss or damage an}- additions and betterments im i 
in connection with or as a part of the restoration or replacement -^ 
property damaged or destroyed and chargeable under the aco»u:* 
ing rules of the C'ommission in force December 31, 1917, to inv. - 
ment in road and equipment, shall be charged to and paid bv :.- 
Companies. 

The Director General shall not be liable to the Companies for a . 
loss or damage due to the acts of public enemies. 

{/) If any additions, betterments, or road extensions are iniuh • 
the property taken over or any equipment is added at the exixMi-v 
the Companies and witli the approval or by order of the Diiv^t 
General during Federal control, he shall expend and charge to r... 
way operating expenses such sums either in payments for labor i 
materials or by payments into funds, as may be requisite for r 
proper maintenance, repair, renewal, retirement, and depreoiat 
of such property until the end of Federal control. 

(g) The Companies shall have the right to inspect their pix>j»- 
at all reasonable times during Federal control, and the Director (» 
eral shall provide reavsonable facilities for such inspection. 

(h) If any question shall arise, either during or at the mui 
Federal control, as to whether the covenants or provisions in * 
section contained are being or have been observed, the matter in - 
pute shall, on the application of the Director General or the O' 
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used on any other transportation system, materials and supplies of 
like character shall be furnished by the Director General for use in 
making such additions, betterments, and road extensions as shall be 
chargeable to the Companies, and shall be charged at cost under such 
contracts. 

(/) The Director General shall pay, or save the Companies harm- 
less from, all expenses incident to or growing out of the possession, 
operation, and use of the property taken over during Federal control, 
except the expenses which under this agreement are to be borne by 
the Companies. He shall also pay or save the Companies harmless 
from all rents called in the monthly reports to the Commission 
equipment rents or joint -facility rents, and all judgments or decrees 
that may be recovered or issued against, and all fines and penalties 
that may be imposed upon, the Companies by reason of any cause of 
action arising out of Federal control, or of anything done or omitted 
in the possession, operation, use, or control of the Companies' prop- 
erty during Federal control, except judgments or decrees founded on 
obligations of the Companies to the Director General or the United 
StatCvS. 

(y) Except as otherwise provided in this agreement the Director 
General shall save the Companies harmless from any and all lia- 
bility, loss, or expense resulting from or incident to any claim made 
against the Companies gi*owing out of anything done or omitted 
during Federal control in connection with, or incident to, operation 
or existing contracts relating to operation ; and shall do and perform, 
so far as is requsite under Federal control for the protection of the 
Companies, all and singular the things, of which he may have notice, 
necessary and appropriate to prevent, because of Federal control or 
of anything done or omitted thereunder, the forfeiture or loss by 
the Companies of any of their property rights, ordinance rights, or 
franchises, or of their trackage, lease, terminal, or other contracts 
involving a facility of operation ; but nothing herein contained shall 
he construed to require the Director General to mak^ any capital 
expenditure necessary to preserve a franchise or ordinance right not 
heretofore availed of by the Companies. The Director General shall 
also save the Companies harmless from any and all claims for breach 
of covenant heretofore entered into by the Companies or by any 
predecessor in title or interest in any mortgage or other instrument 
in respect to insurance against losses by fire. 

Nothing in this or in the preceding paragraph shall be construed 
to he an assumption by the Director General of, or to make him liable 
on. any obligation of the Companies to pay a debt secured by a mort- 
gage or any rent under a lease, except rents which during the test 
period were called in the monthly reports to the Commission equip- 
ment rents and joint-facility rents and rents which under the ac- 
counting rules of the Commission in force during the test period were 
classified as operating expenses; or to itiake the Director General 
liable to the Company in respect of any interest on any bonds issued 
by, or in respect of any obligations of, other corporations, or in 
respect of contributions to make up deficits in the earnings of other 
corporations, except as payments in respect of such interest oc other 
amounts were classified under said rules as equipment or ioint- 
. facility rents, or were a class of payments to be otherwise reflected 
in railway operating income. 
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of such tax as may be apportionable to the period of Federal contH 
shall be paid by the Director General, and the remainder shall H 
paid by the Companies. 

(e) Whenever a period for which a tax is assessed can not be <iet 
nitely determined, so much of such tax as is payable in any cahi 
dar year shall be treated as assessed for such year. 

Section 7. — Compensation. 

Sec. 7. (a) The annual compensation guaranteed to the Compani 
under section 1 of the Federal conti-ol act shall be the sum «■! 



dollars and cents ($ ) during each year a. 

pro rata for each fractional part of a year of Federal control, subi' 
however, to any increase or decrease in the standard return hereaii 
made by the Commission as provided in paragraph {e\ of the i : 
amble of this agreement. 

Compensation paid by the Director General under this agreenu 
including that provided for in paragraph {d) of this section, 
arising from any other source, shall be paid to the Company: r 
the Company, after retaining such part thereof as it may be entitj- 
to retain, shall distribute the remainder to the parties entitled ther» -i 

(6) The said compensation shall be paid to the Companv <}'.^J 
terly in equal installments on the last days of March, June, J§ei»t»'. 
ber, and December of each year for the quarter ending therewith. » \ 
cept that the first five installments shall oe due as of March 31, 1'.^ 
June 30, 1918, September 30, 1918, December 31, 1918, and Ma^ 
31, 1919, respectively, but shall be paid upon the execution of l 
agreement; but from each installment there may be deducte<l :*.: 
amount then due by the Companies under paragraphs (a) and ' 
of section 4 hereof, under paragraph (ft) of section 5 hereof, j' 
under paragraph (b) of section 6 hereof, and all amounts re<|u : 'i 
to reinibui-se the United States for the cost of additions and Wt: 
ments made to the property of the Companies not justly char<rea 
to the United States, unless such matters are financed or others h 
taken care of by the Companies to the satisfaction of the Din 
General, and the Director General may apportion any such ani< 
to two or more subsequent installments: Pronded^ however. T. 
said power to deduct amounts due or accruing under paragraph 
of section 5 hereof and the cost of additions and betterment> i. 
justly chargeable to the United States shall not be so exercised a> ■ 
prevent the Companies from paying out the sums reasonably i-e<jni: 
to support their corporate organizations, to keep up sinking fti* 
for the Companies' debts required by contracts in force Decemlvr 
1917, to pay their taxes, to pay rents and other amounts (not char. 
able to capital account) properly payable by the Companie- * 
leased or operated roads and properties, to pay interest which . 
heretofore been regularly j^aid by the Companies, and interest 
loans issued during Federal control and approved by the Dimr 
General, nor shall such deduction be made in respect of addition^ • 
betterments which are for war purposes and not for the normal 
velopment of the Companies, nor in respect of road extension^. •' 
in respect of amounts due under pnragraphs (a) and (d) of M»ti 
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^ral control in substantially as good repair and in substantially as 
<.-oniplete equipment as it was on January 1, 1918: Provided^ however^ 
That the annual expenditure and charges for such purposes during 
the period of Federal control on such property and the fair distribu- 
tion thereof over the same, or the payment into funds, of an amount 
equal in the aggregate (subject to the adjustments provided in para- 
graph {c) and to the provisions of paragraph (e) of this section) to 
the average annual expenditure and charges for such purposes in- 
cluded under the accounting rules of the Commission in railway 
operating expenses during the test period, less the cost of fire insur- 
ance included therein, shall be taken as a full compliance with the 
foregoing covenant. 

{b) The Director General may expend such sums, if any, in addi- 
tion to those expended and charged under paragraph (a) of this 
section (subject to the adjustments provided in paragraph (<?) of this 
section) as may be requisite for the safe operation of the property 
described in paragraph {a) of section 2 hereof, assuming a use simi- 
lar to the use during the test period and not substantially enhancing 
the cost of maintenance over the normal standard of maintenance of 
railroads of like character and business during said period; and the 
amount, if any, of such excess expenditures during Federal control 
shall be made good by the Companies as provided in paragraph (6) 
of section 7 hereof. 

{c) In comparing the amounts expended and charged under the 
provisions of paragi'aphs {a) and (6) of this section with the 
amounts expended and charged during the test period, due allowance 
shall be made for any difference that may exist between the cost of 
labor and materials and betw^een the amount of property taken over 
and the average for the test period, and, as to paragraph (a), for 
any difference in use between that of the test period and during Fed- 
eral control which in the opinion of the Commission is substantial 
enough to be considered, so that the i-esult shall be, as nearly, as 
practicable, the same relative amount, character, and durability of 
physical reparation. 

{d) At the request of the Director General or the Company 
there shall be an accounting of the amounts due by or to any of the 
parties under paragraphs {a) and (h) of this section at the end of 
each year of Federal control and at the end of Federal control. 

{e) If during Federal control any of the property described in 
paragraph (a) of section 2 hereof or any replacement thereof or ad- 
dition thereto or betterment or extension thereof is destroyed or dam- 
aged otherwise than by fire or public enemies, and is not restored or 
replaced by the Director General, he shall reimburse the Companies 
the value of the property destroyed or the amount of the damage at 
the time of the loss, and the cost of restoration or replacement, or 
said value or damage, as the case may be, shall be charged to annual 
railway operating expenses; it being understood that extraordinary 
losses caused by floods, explosions, train wrecks, or accident are in- 
cluded in the matters covered by this paragraph, w^hile ordinary 
losses due to such causes are included in the matters covered by para- 
gi-aph {a) of this section: Pi^ovuled^ however^ That if the Commis- 
sion on application of the Director General or the Company and after 
giving due consideration to the practice of the Companies during the 
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(e) From the compensation so received or from other income, 
adequate for the purpose, the Companies shall make all payuien 
of interest, rents (other than the equipment rents, joint facilii 
rents, and rests classified as operating expenses mentioned in par 
^aph (j) of section 4 hereof), and other sums necessary to prj 
vent a default under any mortgage or lease of any of the proper^ 
described in paragraph (a) of section 2 hereof; and if at any tinj 
during Federal control the Companies, by virtue of any chan«:e 
the right of possession (subject to the rights of the United State- 
to any of said property or otherwise, shall no longer be entitled 
between themselves and any other person or corporation, not a pa:t| 
to this agreement, to receive the entire compensation herein pi- 
vided, such compensation shall be apportioned and paid as bet^^'^| 
those entitled thereto, as justice and right may require. 

Section 8. — Claims for Loss on Additions, Etc. 

Sec. 8. (a) Prompt notice in- writing, except as provided in j>an 
graph (d) of this section, shall be given the Companies of the makin 
or ordering of any additions, betterments, or road extensions, incliK 
ing terminals, motive power, cars, or other equipment to or for tL 
property of the Companies costing more than one thousand dolla 
with an estimate of the cost thereof. Such notice shall be given 
fore the beginning of the work or the acquisition of the proj>ort] 
whenever in the judgment of the Director General it is practical 
to do so. Within a reasonable time after the completion of the wn 
or the acquisition of the property, a written statement of the tin 
cost thereof shall be given the Companies. There shall be !"T 
nished the Companies, as soon as practicable after the end of ea< 
month, a written statement of all expenditures estimated to cost <"J 
thousand dollars or less chargeable to investment in road and e<|uij' 
ment made during the month, with a brief description of the wor^ 
done or of the property acquired ; and such statement shall constiti:r 
all the notice of additions and betterments costing one thousand <i" 
lars or less required by paragraphs (b) and {c) of this section. T 
notices provided in this paragraph may be given to the president ■ 
the Company unless the Company designates some other offiaT ^ 
receive the same, in which event the notice shall be given to >:• 
other officer. 

(b) Any claim of the Companies for loss accruing to them by iv- 
son of expenditures for additions and betterments made to tin* 
f)roperty during Federal control in connection with or as a par 
of the work of maintaining, repairing, and renewing the Compani^ 
property and chargeable under the accounting sules of the Co* 
mission in force December 31, 1917, to investment in road and etju.' 
ment, except such expenditures as are incurred in connection « * 
the replacement of buildings and structures in new locations, may • 
determined by agreement between the Director General ami ■ 
Companies, or, failing such agreement as to the fact or amount ' 
such loss, the questions at issue may, upon the application of t 
Director General or the Companies at any time after the filing of r 
statement of claim hereinafter referred to, be ascertained in the rm'* 
ner provided in section 3" of the Federal control act: Pravide^L ^'" 
4'ver^ That no loss shall be claimed by the Companies and no in<>r 
shall l>e due them in respect of such additions and betterments up 
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pany, be referred to the Commission, which, after hearing, shall make 
such findings and order as justice and right may require, which shall 
be final as to the questions submitted and shall be binding on and ob- 
served by the parties hereto, except that the Director General or the 
Company may take any question of law to the courts, if he or it so 
desires. 

Section 6. — Taxes. 

Sec. 6. (a) All taxes assessed under Federal or any other govern- 
mental authority for the period prior to January 1, 1918, including^ 
a proportionate part of any such tax assessed after December 31, 
1917, for a period which includes any part of 1917 or preceding 
years and unpaid on that date, all taxes commonly called war taxes, 
which have been or may be assessed against the Companies under the 
act of Congress entitled "An act to provide revenue to defray war 
expenses, and for other purposes," approved October 3, 1917, or 
under any i^ct in addition thereto or in amendment thereof, and all 
taxes which have been or may be assessed on property under con- 
struction, and all assessments which have been or may be made for 
public improvements, chargeable under the accounting rules of the 
Commission in force December 31, 1917, to investment in road and 
equipment, shall be paid by the Companies; but upon the amount 
thus chargeable to investment interest shall be paid to the Company^ 
during Federal control at the rate provided in paragraph {d) of sec- 
tion 7 hereof. Taxes assessed during construction on additions, 
betterments, and road extensions made by the Companies with the- 
approval or by order of the Director General during Federal control 
shall be considered a part of the cost of such additions, betterments, 
and extensions, and shall, under the provisions of paragraph (d) of 
section 7 hereof, bear interest as a part of such cost from tne date of 
the completion of such additions, betterments, or extensions. As- 
sessments for public improvements which do not become a part of 
the property taken over shall bear interest from the date of tne pay- 
ment of such assessment. 

(b) If any tax or assessment which under this agreement is to be 
paid by the Companies is not paid by them when due, the sam^ may 
be paid by the Director General and deducted from the next install- 
ment of compensation due under section 7 hereof. If any taxes 
properly chargeable to the Director General have been or shall be 
paid by the Companies, they shall be duly reimbursed therefor. 

(c) The Director General shall either pay out of revenues derived 
from railway operation during the period of Federal control or 
sliall save the Companies harmless from all taxes lawfully assessed 
under Federal or any other governmental authority for any part of 
said period on the property under such control, or on the right to 
operate as a carrier, or on the revenues derived from operation, and 
all other taxes which under the accounting rules of the Commission 
in force December 31, 1917, are properly chargeable to " railway tax 
accruals," except the taxes and assessments for which provision is 
niade in paragraph (a) of this section. The Director General shall 
pay or save the Companies harmless from the expense of all suits 
respecting the classes of taxes payable by him under this agreement. 

{d) If any such tax is for a period whicli began before January 1, 
1-918, or continues beyond the period of Federal control, such portion 
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(e) The Director General shall reimburse the Companies for tw 
amount of loss ascertained under this section with a proper adjiu 
ment of interest thereon. 

(/) The Director General shall not acquire any motive power 
cai-s, or other equipment at the expense, or on the credit, of the Ctrni 
panics in excess of what in his judgment is necessary, in addiii'i 
to their then existing equipment, to provide for the traffic requii> 
ments of their own systems of transportation; but this proviM-i 
shall not prevent the Director General, after the acquisition of -u-i 
equipment, from using the same, or any part thereof, on the lino •! 
any other transportation system operated by him. 

Section 9. — Final Accounting. 

Sec. 9. (a) At the end of Federal control all the property descri 
in paragraph (a) of section 2 hereof shall be returned to the C«'. 
panics, together with all repairs, renewals, additions, betterments. :- 
placements, and road extensions thereto which have been made *ir;. 
ing Federal control, except as any part thereof may have been o* 
stroyed or retired and not replaced, in which case the provisions i-: 
section 5 hereof shall govern and except that the Director (ieneri 
shall not be obliged to i-estore or replace property destroyed or dai: 
aged by the acts of public enemies. 

(ft) At the end of Federal control the Director General shall : 
turn to the Companies all uncollected accoimts received by him f^ 
them and also materials and supplies equal in quantity, quality, a: 
relative usefulness to that of the materials and supplies which he i 
ceived, and to the extent that the Director General does not mun 
such materials and supplies he shall account for the same at pri r 
prevailing at the end of Federal control. To the extent that u 
Companies I'eceive materials and supplies in excess of those delive>i 
by them to the Director General they shall account for the ssnuv iJ 
the prices prevailing at the end of Federal control and the balan> 
shall be adjusted in cash. 

(c) The total amount of the account " Net balance receivable fn. 
agents and conductors " at the end of Federal control may be twvu 
over by the Director General to the Company. He may also tu:! 
over all assets which have accrued out of operation ; and the Com pa: 
shall, to the extent of the cash received or realized from such ai^*'- 
[)av and charge to the Director (Jeneral all expenses arising out ■ 
railway operations during Federal contiX)l, including reparation an- 
other claims, and may, imless objection is made by the Director (ti 
oral, pay and charge to him any such expenses, including reparai 
and other claims, in excess of the cash so i-eceived or realized. <^ 
(he fii-st day of the third month following the termination of Fe<ler 
control an accounting between the parties shall be had, and so on t 
lii"st of each third month thereafter. Any balance found due eit. 
party shall be payable as of the date on which the account is stat 
and shall bear interest until paid. 

{(f) At the end of Federal control there shall be paid to the C 
panics any balance then i*emaininjj unpaid of the cash received fr 
I hem at the beginning of or during Federal control, together w: 
any tmpaid interest which may have accrued upon the same. Tntr- 
sluill also be paid to the Companies any funds created under the pr' 



APPROPRIATION FOR CONTROL OF TRANSPORTATION SYSTEMS. 317 

4 hereof, in cases where the current assets, including materials and 
supplies, of the Companies taken over by the Director Geperal under 
the provisions of this agreement clearly exceed the current liabilities 
of the Companies paid or assumed by the Director General under 
said section. In the event of a diiference as to the fact whether addi- 
tions and betterments are for war purposes and not for the normal 
development of the Companies, or as to whether an addition is a road 
extension, the question may, on application of the Director General 
or the Company, be referred to and determined by the Commission. 

The power provided in this paragraph to deduct the amount due 
by the Companies for the cost of additions and betterments not justly 
chargeable to the ITnited States is further declared to be an emer- 
gency power, to be used by the Director General only when he finds 
that no other reasonable means is provided by the Companies to reim- 
burse the United States, and, as contemplated by the President's 
proclamation and by the Federal control act, it will be the policy 
of the Director General to so use such power of deduction as not to 
interrupt unnecessarily the regular payment of dividends as made 
by the Companies during the test period. 

Overdue mstallments of compensation, or balances thereof, pro- 
vided for in this section shall bear interest from maturity at the 
rate of five per cent per annum, except that if the Director General 
shall, prior to the execution of this contract, have loaned the Com- 
panies any money, then to the extent of the amount thus loaned, the 
installments of compensation overdue at the date of the execution 
hereof shall bear interest from maturity at the same rate as that 
charged to the Companies on such loans. 

(e) During Federal control the Companies sliall not, without the 
prior approval of the Director General, issue any bonds, notes, equip- 
ment trust certificates, stock, or other securities, or enter into any 
contracts (except contracts in respect of corporate affairs and prop- 
erty not taken imder Federal control), or agree to pay interest on 
their debts at a higher rate, or for rent of leased roads and proper- 
tics a larger amount, than the rates and amounts payable as of, 
or required by contracts in force on, December 31, 1917. The Com- 
panies may, however, procure the authentication and delivery to 
them under any mortgage or trust deed or agreement in force 
December 31, 1917, of bonds or notes issuable thereunder in respect 
of additions, betterments, extensions, and equipment, or for refund- 
ing purposes. 

(d) Upon the cost of additions and betterments, less retirements 
in connection therewith, and upon the cost of road extensions, made 
to the property of the Companies during Federal control, the Direc- 
tor General shall, from the completion of the work, pay the Company 
a reasonable rate of interest, to be fixed by him on each occasion. 
In fixing such rate or rates he may take into account not merely the 
value oi money but all pertinent facts and circumstances, whether 
the money used was derived from loans or otherwise, provided 
that to the extent that the money is advanced by the Director Gen- 
eral or is obtained by the Companies from loans or from the pro- 
ceeds of securities the rate or rates shall be the same as that charged 
by the Director General for loans to the Companies or to other com- 
panies of similar credit. 
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AGREEMENT BETWEEN THE DIRECTOR GENERAL OF RAILROAL'> 

AND THE 
COn'AV 



, 1919 

Preamble and Recitals. 

This agreement, made this day of 

1919, between Walker Z>. Hiries^ Director General of Railroads. Ii 
inafter called the Director General, acting on behalf of the Uni: 
States and the President, under the powers conferred by the pn^ 

mations of the President hereinafter referred to, and the * 

CoTrhp^' 

a corporation duly organized under tlie laws of the state (s) of 

, hereinafter called the Company: 

WITNESSETH THAT 

(a) Whereas by a pi'oclamation dated December 26, 1917, r 
President, acting under the powers conferred on him by the Con ' 
tution and laws of the United States, by the joint resolutions of t 
Senate and House of Representatives bearing date April 6 and I 
cember 7, 1917, respectively, and particularly under the powers 
f erred by section 1 of the act of Congress approved August 29, 1- 
entitled ''An act making appropriations for the support of the Ar.. 
for the fiscal year ending June 30, 1917, and for other purp»- 
took possession and assumed control at 12 o'clock noon on Deceii 
28, 1917, of certain raih'oads and systems of transportation, inchi! 
the raih'oad and transportation system of the Company and ■ 
appurtenances thereof, and directed that the possession, colt. 
operation, and utilization of the transportation systems thus t:. : 
should be exercised by and through William G. McAdoo, app<»i! 
Director General of Railroads; and 

{h) Whereas the Congress of the United States, by an act appr-' 
March 21, 1918, hereinafter called the Federal control act, 
authorized the President to enter into agreements with the f 
panics owning the railroads and systems thus taken over fur 
maintenance and upkeep of the same during the period of Ff! 
control, for the determination of the rights and obligations of 
parties to the agreement arising from or out of Federal coi " 
incliuling the compensation to be received or guaranteed, an.i * 
otlier purposes, as in said act more fully set out, and authorize.. 
I*resident to exercise any of the powers by said act or thereto * 
granted him with relaticm to Federal control through such a*:^' 
tis he might determine: and 

{c) Whereas by a proclamation dated March 29, 1918, the Tr 
dent, acting under the Federal control act and all other JX" 
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the gri-ound that the actual cost thereof at the time of construction was 
greater than under other market and commercial conditions ; and for 
(he purpose of determining such controversy the amount paid for any 
addition or betterment shall be deemed the fair and reasonable cost 
thereof and shall be taken as the basis for such determination; nor 
unless the Companies, within sixty days of notice to them that the 
work will be done, shall give the Director General notice of objection 
thereto and shall file with the Director General a statement of claim 
within ninety days after notice of the completion of the work. 

(c) Any claim of the Companies for loss accruing to them by rea- 
>on of any additions and betterments which are not made in comiec- 
tion with or as a part of the work of maintaining, repairing, and 
lenewing the Companies' property, or accruing to them in connection 
with maintenance in the replacement of buildings and structures in 
new locations, or by reason of road extensions, terminals, motive 
power, cars, or other equipment made to or provided for the property 
of the Companies during Federal control, may be determined bv 
ij^reenient between the Director General and the Companies, or faif- 
ing such agreement as to the fact or amount of such loss, may, by 
proceedings instituted not later than six months after the end of 
Federal control, be ascertained in the manner provided in section 3 
of the Federal control act: Provided^ howevfT, That no loss shall be 
claimed by the Companies and no money shall be due to them in 
respect of such additions, betterments, road extensions, terminals, 
motive power, cars, or other equipment mentioned in this paragi'aph 
upon the ground that the actual cost thereof at the time of construc- 
tion or acquisition was greater than under other market and commer- 
cial conditions; and for the purpose of determining such controversy 
tile amount paid for any additions, betterments, road extensions, ter- 
minals, motive power, cars, or other equipment shall be deemed the 
tair and reasonable cost thereof and shall be taken as the basis for 
yiich determination: nor unless within sixty days after notice to the 
Company of such construction or acquisition written notice is given 
to the Director General by the Company that a loss will be claimed 
in respect thereof. With and as a part of such notice the Company 
^hall state the objections to such construction or acquisition as far 
as reasonably practicable at the time. Nothing in this agreement 
yhall be construed as barring the United States from contending that 
^10 loss within the meaning of the Federal control act accrued to the 
Companies by reason of any additions, betterments, or road exten- 
>^ions made during Federal control by order or approval of the 
Director General, if it is made to appear that the Companies them- 
selves but for Federal control should in the exercise of sound judg- 
ment have made such addition, betterment, or road extension. 

(d) Where additions, betterments, or road extensions or terminals, 
motive power, cars, or other equipment have been made to or pro- 
vided for the property of the Companies during Federal control but 
prior to the execution of this agreement, the Director General shall 
not be required to give the notice thereof provided for in paragraph 
id) of this section and notice by the Company of any claim of loss in 
fespect thereto may be given the Director General within ninety 
^^ays after the execution hereof; and such claims shall thereafter be 
proceeded with in the manner provided in paragraph (&) or para- 
Svaph (c) of this section, as the case may be. 
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Commission in force at the time of such accounting, or in order i 
correct computations based on such accounts or reports. ] 

Now, THEREFORE, the parties hereto, each in consideration of li 
agreements of the other herein contained, do hereby covenant an 
agree to and with each other as follows: I 

Section 1. — ^Privity, Alterations, Definitions, Etc. 

Sec. 1. (a) This agreement shall be binding upon the Un^'.j 
States, the Director General and his successors, and upon the C :J 
pany, its successors and assigns. 

This agreement shall not be construed as creating any rigrht, cl:i:: 
privilege, or benefit against either party hereto in favor of any >t 
or any subdivision thereof, or of any individual or corporation ^*^ 
than the parties hereto. 

(b) The provisions of this agreement may be altered, amen.i* 
or added to by and only by mutual consent signified by instruniv'! 
in writing signed by the Director General and by some officer of * i 
Company thereto duly authorized by the Board of Directors of * ] 
Company. 

(c) Wherever in this agreement the word " Commission '" is in, 
it shall be understood as meaning the Interstate Commerce Conir.: | 
sion, acting by divisions or otherwise as authorized by law : : l 
either party shall have the right to have the decision of any divi?: 
reviewed by the Commission sitting as a whole. 

(d) Wherever in this agreement the words " Federal control" . 
used to indicate a period of time, they shall be understood as hk-i 
ing the period from 12 o'clock midnight of December 31, 1917. * 
and including the day and hour on which said control ^all cea^ 

(e) Wherever in this agreement the words " test period " are u-. 
they shall be understood as meaning the period between JuK 1, V^A 
and June 30, 1917, both inclusive. 

(/) Wlierever in this agreement the words " standard return " «r 
used, they shall be understood as meaning the average annual n. 1 
way operating income of the Company, computed in the manner i ■■ 
vided in section 1 of the Federal control act, and ascertained a 
certified by the Commission. 

(g) Wherever in this agreement the words " Director General " :•: 
used, they shall be understood as designating the person who has I* 
or may from time to time be appointed by the President to exen - 
the powers conferred on him by law with relation to Federal »« i 
trol, or such agents or agencies as the Director General may fr* j 
time to time appoint for the purpose; and wherever by this a;2ri'- 
ment any notice is to be given by the Director General, the same i:.- 
be given in his name by any subordinate thereto duly authorizetl. 

(h) Wherever the property of the Company is referred to in i 
agreement it shall be understood as including all the property 
scribed in paragraph (a) of section 2 hereof, whether owned by 
leased to the Company, and, where the context permits, all addiii -^ 
or betterments thereto or extensions thereof made during Fe^irr. 
control; and as to all such leased property the Company shall h* 
the benefit of and be subject to all the obligations and provision- 
this agreement and shall be subject to all duties imposed by U* 
respect of such leased property. 
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visions of this agreement except to the extent that such funds may 
have been properly used under this agreement. 

(e) Wherever under any provision of this section there is to be an 
adjustment of interest, it shall be at the rate of five per cent per 
annum, unless the parties shall in any case agree on a different rate. 

(/) After Federal control no claim by or against the Director Gen- 
eral shall be settled by the Companies against the written objection 
of the Director General or the Attorney (jeneral of the United States. 
The conduct of all litigation before any court or commission arising 
out of such disputed claims or out of operations during Federal con- 
trol shall be in charge of the Companies' legal force and the expense 
thereof shall be paid by the Companies ; but the Director General or 
the Attorney General may, at the expense of the United States, em- 
ploy special counsel in connection with any such litigation. 

Execution. 

In WITNESS WHEREOF, The presents have, as of the day and year 
first above written, been duly signed, sealed, and delivered by Walker 
l>. nineSj Director General of Railroads, and duly signed, sealed, 

and delivered by the 

Company* Affiliated Companies, by 

tlieir respective Presidents, and their respective corporate seals affixed 
hereto, attested by their respective Secretaries or Clerks, such execu- 
tion and delivery on the part of said Companies having been duly 
ordered and directed by vote of their respective Boards of Directors 

on the day of 1919, which action on the 

part of the 

Company* had been authorized by a vote of its stockholders, at a 

special meeting, duly held on the day of , 

19 , at the Company's principal office in the citj^ of , 

and State of , and such action of the respective 

Boards of Directors of said Affiliated Companies 

having been duly authorized by vote of their respective stockholders, 
at meetings duly called and held subsequently to said last-mentioned 
date, certificates of all of said meetings, duly attested by the respec- 
tive Secretaries or Clerks of said Companies, have been lodged with 
the Director General. 

Director General of RaUroads. 

Company, 

By 

President. 
Attest: 



Secretary [Clerk^. 

Attest: CoMPANYy 

By 

Secretary [Clerk], President, 



* Print names of all the companies in italics. 
121157—19 21 
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Section 3. — Acceptance. 

Sec. 3. {a) The Company accepts all the ternis and condit: ' 
the Fedeitil control act and any regulation or order niad^ ^ 
through the President under authority of said act or of ti..* ; 
tion of the act approved August 29, 1916. referred to in par..jT 
((/) of the preamble to this agreement which authorizes the Pr 
dent in time of war to take possession, assume contoL and ' : 
systems of tran>portation: and the Company further and exp: - 
accepts the covenants and obligations of the Director OJeneral :r * 
agreement set out and the rights arising thereunder in full a: • 
nient, settlement, satisfaction, and discharge of any and all • 
and rights, at law or in equity, which it now has or hereafter 
have, otherwise than under this agreement, against the United S* 
the President, the Director General or any agent or agency t:.- ' 
for compensation under the Constitution and laws of the I'l 
States for the taking possession of its property, and for tht- ■ 
bontroL and operation thereof during Federal control, and f<»T .* 
and all loss and damage to its business w traffic by reason * : * 
diversion thereof or otherwise which has been or may be c^ - 
by said taking or by said possession, use. control, and operation. 

Xo claim is made by the Company for compensation for the i- 
between noon of December 28 and midnight of December 31, I 
and the revenues of said period shall belong to the Companv, .•■ 
the expenses thereof shall be paid by the Company, alloi^aT" 
both cases as provided in paragraph ( &) of section 4 hereof, 

{b) The Company, on its own initiative or upon the req---^ 
the Director General, shall take all appropriate and necessary 
porate action to carry out the obligations assumed by it in thif :ij" 
nient or lawfully imposed upon it by or pursuant to the pn> 
tion of December 26. 1917, or bv the JFederal control act. 

__ m 

(c) Tlie Federal control act being in section 16 thereof exy^ - 
declared to be emergency l^slation enacted to meet ccm*i: ' 
growing out of war, nothing in this agreement shall be con-f 
as expressing or prejudicing the future policy of the Federa' '• 
ernment concerning the ownership, control, or regulation of the < 
pany, or the method or basis of the csipitalization thereof, ar 
recitals or provisions of this agreement shall not be used, a*^ ev. 
or otherwise, by or ag^iinst either party hereto in any pen*i:*^j 
future proceeiling which involves the acquisition or Taluar: • 
the Company's property or any part thereof: but nothing :r * 
panigi^aph shall lie taken or construed as affecting the settltr 
and ilischanie iH>ntained in paragraph i^i) of this section, r - 
limit ing or qualifying any of the provisions of said para^rai 
tlu> purposes thereof, nor as limiting the use of this agreei! 
evideni*e in any pnxveiUng imder this agreement or imder tiif F 
ei'al (H>ntoI act. 

« 

Skition 4, — Operation and A* ci»rNTiNr. Dtwng Fmouii C^nt" 

Sec. 4. {o) All amounts receivetl by the Director General • 
paragraph [c) of set^tion 2 hereof and all other amotmts. w\ 
receiveil from the Company in cash or ci^llected or realized ur- r 
him fn>m current oj^erating assets Ivlonging to the Compai.' 
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him thereto enabling, authorized the Director General, either per- 
sonally or through such divisions, agencies, or persons as he may 
appoint, and in his own name or in the name of such divisions, agen- 
cies, or persons, or in the name of the President, to agree with the 
carriers, or any of them, or with any other person in interest, upon 
ilie amount of compensation to be paid pursuant to law, and to sign, 
seal, and deliver in his own i^ame or in the name of the President 
or in the name of the United States such agreements as may be neces- 
sary and expedient with the several carriers or other persons in in- 
terest respecting compensation, or any other matter concerning which 
it may be necessary or expedient to deal, and to make any and all 
.ontracts, agreements, or obligations necessary or expedient and to 
issue any and all orders which may in any way be found necessary 
and expedient in connection with the Federal control of systems of 
transportation, railroads, and inland waterways as fully in all re- 
spects as the President is authorized to do, and generally to do and 
perform all and singular the acts and things and to exercise all and 
lingular the powers and duties which in and by the said act, or any 
otiier act in relation to the subject thereof, the President is author- 
ized to do and perform; and 

(d) Whereas the said William G. McAdoo has resigned as Director 
General of Railroads, and by a proclamation dated January 10. 
1919, the President appointed Walker D. Hines Director General or 
fiailroads and authorized him, either personally or through such 
divisions, agencies, or persons as he may appoint, in his own name 
or in the name of such divisions, agencies, or persons, or in the 
name of the President, to agree with the carriers, or any of them, or 
with any other person in interest, upon the amount of compensation 
to be paid pursuant to law, and to sign, seal, and deliver in his own 
name or in the name of the President or in the name of the United 
States of America such agreements as may be necessary and expe- 
<lient with the carriers or other persons in interest respecting com- 
pensation, or any other matter concerning which it may be necessary 
or expedient to deal, and to make any and all contracts, agreements, 
or obligations necessary or expedient, and to issue any and all order? 
which may in any way be found necessary and expedient in connec- 
tion with the Federal control of the systems of transportation taken 
over by the proclamation of December 26, 1917, as fully in all respects 
as the President is authorized to do, and generally to do and per- 
form all and singular ^the acts and things and to exercise all and 
singular the powers and duties in relation to such Federal control 
that the President is by law empowered to do and perform ; and 

(e) Whereas the Interstate Commerce Conmiission has certified to 
the President that the amount of the average annual railway-oper- 
ating income of the company, computed in the manner provided in 
section 1 of the Federal control act is 

dollars and cents ($ ), subject to 

such changes and corrections as the Conamission may hereafter de- 
termine and certify to be requisite in order that the accounts and 
reports of the Company used by the Commission as the basis of com- 
puting said average annual railway-operating income may be brought 
into conformity with the accounting rules or regulations of the 
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(d) Cash receipts or disbursements and other items arising out n 
transactions which do not enter into or form a part of those u>ed u 
determining the Company's standard return shall not be received u 
paid by the Director General unless such transactions are negotiate 
or conducted by his order for account of the Company and with it 
consent. When moneys are so received or paid by the Director <^iti 
x?ral in connection with such corporate transactions they shall li 
credited or charged to the Company. There shall be an accountiii 
of the amounts due by one party or the other under this paragiap 
x\t the end of each quarter year of Federal control, and the amount ^^ 
found due shall be then payable and if not paid shall bear inter»^ 
as provided in paragraph (a) of this section. 

(e) All simis paid by the Director General to maintain pen-:'»j 
funds or pension obligations or practices, and all contribution- 
Young Men's Christian Associations of employees, employees' si 
ings funds, relief funds or associations, reading rooms, or heaiii 
•accident, or death benefits for employees, shall be treated as a j?: 
of railway operating expenses during Federal control. 

(/) All salaries and expenditures incurred by the Company tiii 
ing Federal control for purposes w^hich relate to the existence aa 
juaintenance of the corporation, or to the properties of the Conipar. 
not taken over by the President, or to negotiations, contracts, valua 
tions, or anv business controversv with the Government or anv bran'- 
thereof, and which are not specially authorized by the Director (t-' 
eral, shall be borne by the Company ; except that the exj>eiiM'- ■ 
vahiation now being made by the Commission to the extent that tb- 
are, in the opinion of the Director General, necessary to comply w.t 
the valuation orders and other requirements of the Commission :n 
to the cooperation of the Company in the making of such vahiatiNQ 
shall be paid by the Director General as a part ot railway operati'.5 
exjDenses. If the Company is dissatisfied with the ruling of the R 
rector General it may appeal to the Conunission, whose decision A-u. 
he final. 

if/) The Director General shall furnish for additions. Wu^r 
ments, and road extensions to the Company's property appi'oved 
ordered by him any of the materials and supplies taken over iir. ■ 
paragraph (b) of section 2 hereof, or purchased by him and heM f 
use in connection with the Company's property, in so far as, in 1 
judgment, he can do so with due regard to his own requireiiu 
Materials and supplies so furnished shall be charged to the 0-: 
l)any at cost. 

(h) The Director General shall at his option be substitute<l f ' 
the period of Federal control in the place of the Company in re^j*- 
of the benefits and obligations of contracts relating to operation : 
force January 1, 1918 (including contracts made by subsidiarit*^ ' 
the use and benefit of the Company and the right to abrogate ' 
change and nuike new contracts with express companies for tlie p 
liod of Federal control), except as to contracts between the ('<•: 
pany and subsidiary companies which shall be considered and treaty 
as arrangements or practices: and the Director General shall in l'< 
r.uinner at his option be sub:^tituted for such period in resptH't " 
the benefits and obligations of arrangements and practices in f'-r- 
during the test period in regard to fuel, materials, and siipplie> f* 
the operation of the property described in paragi'aph (a) of <=eot' 



.^r'.l 
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(i) The descriptive words at the heads of the several sections of 
tliis agreement and the table of contents are inserted for convenience 
merely, and are not to be used in the construction of the agreement. 

Section 2. — Propi»ty Taken Over. 

Sec. 2. The Company's railroad and system of transportation of 
which the President has taken over possession, use, control, and opera- 
tion shall be considered as including : 

(a) The following roads and properties: f 



Together with all branches and tracks, trackage, bridge, and termi- 
nal rights, and lines of railroad owned by or leased to and operated 
by the Company as a part of its system of transportation, and all 
other property of the Company with the appurtenances thereof, 
whether included in the foregoing list or not, the revenues of which 
were used or which, if the property had been then owned by or leased 
to it and had then been revenue bearing, would have been used in 
computing the Company's standard return. 

The Company reserves to itself the benefit of all leases (and of all 
rents and revenues accruing therefrom) , of parts of its right of way, 
station grounds, and other property the revenues from which under 
the accounting rules of the Commission in force during the test period 
were properly creditable to "miscellaneous rent income" or "mis- 
cellaneous income." The Company grants to the Director General all 
its rights to terminate leases of any part of its right of way, yards, 
or station grounds, and to occupy and use the premises of any such 
lessee when, in his judgment, the same is required for operating pur- 
poses. The company shall have for its own benefit the right to lease 
for industrial sites or other purposes such portion of its right of 
Way, yards, or station grounds, or structures thereon, as are not 
required by the Director General for operating purposes, and to 
receive and enjoy the rentals therefrom, subject to the right of the 
Director General to cancel any such lease and to occupy the premises 
or structures whenever, in his judgment, the same are necessary for 
operating purposes. AH expenses connected with any such property 
heretofore or hereafter leased or otherwise occupied, as in this para- 
graph provided, including taxes thereon which during the test period 
were not charged to railway tax accruals, shall be paid by the Com- 
pany while receiving the revenues therefrom. 

(b) All materials and supplies on hand at midnight December 31, 
1917. 

(c) All balances in the account or accounts representing the total 
of "Net balance receivable from agents and conductors" as of mid- 
night December 31, 1917. 

t The description here inserted should be Indented. 
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Section 3. — Acceptaxce, 

Sec. 3. (a) The Company accepts all the teniis and conditii 
he Federal control act and any regulation or order made 
hroiigh the President under authority of said act or of tha 
ion of the act approved August 29, 1916, referred to in para 
[a) of the preamble to this agreement which authorizes the 
lent in time of war to take possession, assume cohtol, and 
lystems of transportation; and the Company further and exf 
iccepts the covenants and obligations of the Director (ieneral i 
igreement set ont and the rights arising thereunder in full a 
nent, settlement, satisfaction, arid discharge of any and all ■ 
ind rights, at law or in equity, which it now has or hereafti 
lave, otherwise than under this agreement, against the United ! 
:he President, the Director General or any agent or agency t\ 
?or compensation urtder the Constitution and laws of tlie \ 
States fok- the taking possession of its projiel-ty, and for th 
control, and operation thereof during Fedei-al control, and fi 
ind all loss and dawage to its business or traffic by reason 
iiversion thereof or otherwise which has been or may be i 
>y said taking or by said possession, vise, control, and operafio 

No claim is Made by the Company for compensation for the 
Defween noon of December 28 and midnight of December 31, 
ind the revenues of said period shall belong to the Colnpan; 
;he expenses thereof shall be paid by the Company, allocai 
)oth cases as provided in paragraph (b) of section 4 hereof. 

(6) The Company, on its own initiative or upon the reqii 
:he Ditector General, shall take all appropriate and necessai 
porate action to ciirry out the obligations assumed by it in this 
iient or lawfully imposed upon it by or pursuant to the proi 
:ion of December 26, 1917, or by the Federal control act. 

(c) Tlie Federal control act being in section 16 thereof ex[ 
leclared to be emergency legislation enacted to meet com 
growing out of war, nothing in this agreement shall be con 
IS expressing or prejudicing the future policy of the Federal 
jrnment concerning the ownership, control, or regulation of the 
pany, or the method or basis of the capitalization thereof, ai 
recitals or provisions of this ag:reement shall not be used, ns ev 
jr otherwise, by or against either party hereto in any pend 
Future proceeding which involves the acquisition or valuati 
the Company's property or any part thereof: btit nothing i 
paragraph shall be talten or construed as affecting the setti 
»nd discharge contained in paragraph (a) of this section, i 
limiting or qualifying any of the provisions of said paragra] 
the purposes thereof, nor as limiting the use of this agreem 
ividence in any proceeding under this agreement or under tJK 
iral contol act. 

Section 4, — Operation and Accountino Ddrino Federal Co: 

Sec. 4. {o) All amounts received by the Director General 
paragraph (c) of section 2 hereof and all other amounts, wl 
received from the Company in cash or collected or realized up 
him from current operating assets belonging to the Compa; 
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'ederal control, nor as a waiver by the United States of any claim 
hat might otherwise be made by it that the rights of any State or 
iibdivision thereof or of any individual or corporation have been 
brogated or suspended by the taking over of the Company's prop- 
rty or by Federal control. 

{??i) The Company shall have the right at all reasonable times to 
aspect the books and accounts kept by the Director General relating 
D the property of the Company, or to the operation thereof, and the 
)i rector General shall during Federal control furnish the Company 
fith a copy of the operating reports relating to its property, and as 
Don as practicable after the end of each fiscal year shall furnish to 
he Company a complete list of its equipment as of the end of such 
iscal vear. 

Section o — ^I^pkeep. 

Skc. 5. (a) During the period of Federal control the Director 
general shall, annually, as nearly as practicable, expend and charge 
o railway operating expenses, either in payments for labof and mate- 
ials or by payments into fimds, such sums for the maintenance, re- 
)air, renewal, retirement, and depreciation of the property described 
n paragraph (a) of section 2 hereof as may be requisite in order that 
uch property may be returned to the Company at the end of Federal 
•ontrol in substantially as good repair and in substantially as com- 
)lete equipment as it was on January 1, 1918: Provided^ however^ 
That the annual expenditure and charges for such purposes during^ 
he period of Federal control on such property and the fair distribu- 
ion thereof over the same, or the payment into funds, of an amount 
iinal in the aggi-egate (subject to the adjustments provided in para- 
rraph (c) and to the provisions of paragraph (e) of this section) to 
he averag? annual expenditui-e and charges for such purposes in- 
ludod under the accounting rules of the Commission in railway oper- 
iting expenses during the test period, less the cost of fire insurance 
ncluded therein, shall be taken as a full compliance with the fore- 
going covenant. 

ih) The Director General may expend such sums, if any, in addi- 
ion to those expended and charged under paragraph (a) of this sec- 
ion (subject to the adjustments provided in paragraph (c) of this 
section) as may be requisite for the safe operation oi the property 
lescribed in paragraph (a) of section 2 hereof, assuming a use simi- 
lar to the use during the test period and not substantially enhancing 
the cost of maintenance over the normal standard of maintenan'e of 
railroads of like character and business during said period : and the 
Rmount, if any, of such excess expenditures during Federal control 
^^hnll be made good by the Company as provided in paragraph (b) of 
'-oction 7 hereof. 

(c) In comparing the amounts expended and charged under the 
provisions of paragraphs (a) and (ft) of this section with the amounts 
upended and charged during the test period, due allowance shall be 
made for any difference that may exist between the cost of labor 
and materials and between the amount of property taken over and the 
average for the test period, and, as to paragraph (a), for any diflPer- 
enc^ in use between that of the test period and during Federal control, 
which, in the opinion of the Commission, is substantial enough to be 
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(d) Cash receipts or disbursements and other items arising out <>l 
transactions which do not enter into or form a part of those used in 
determining the Company's standard return shall not be received oi^ 
paid by the Director General unless such transactions are negotiated 
or conducted by his order for account of the Company and with itn 
consent. When moneys are so received or paid by the Director Gcn^ 
oral in connection with such corporate transactions they shall be 
credited or charged to the Company. There shall be an accounting* 
of the amounts due by one party or the other under this paragrapli 
iit the end of each quarter year of Federal control, and the amount so 
found due shall be then payable and if not paid shall bear intere-t 
as provided in paragraph (a) of this section. 

(e) All sums paid by the Director General to maintain pension 
funds or pension obligations or practices, and all contributions to 
Young Men's Christian Associations of employees, emplo3'ees' sav- 
ings funds, relief funds or associations, reading rooms, or health, 
accident, or death benefits for employees, shall be ti'eated as a part 
of railway operating expenses during Federal control. 

(/) All salaries and expenditures incurred by the Company ilur- 
ing Federal control for purposes which relate to the existence and 
inaintenance of the corporation, or to the properties of the Company 
not taken over by the President, or to negotiations, contracts, valua- 
tions, or any business controversy with the Government or any branch 
thereof, and which are not specially authorized by the Director (icn- 
eral, shall be borne by the Company; except that the expenses of 
valuation now being made by the Commission to the extent that they 
are, in the opinion of the Director General, necessary to comply witli 
the valuation orders and other requirements of the Commission and 
to the cooperation of the Company in the making of such valuation, 
shall be paid by the Director General as a part of railway operating 
expenses. If the Company is dissatisfied with the ruling of the Di- 
rector General it may appeal to the Commission, whose decision shall 
be final. 

(f/) The Director General shall furnish for additions, l)etter- 
ments, and road extensions to the Company's property approved or 
ordered by him any of the materials and supplies taken over under 
paragraph (&) of section 2 hereof, or purchased by him and held for 
use in connection with the Company's property, in so far as, in hi-- 
judgment, he can do so with due regard to his own requirement>. 
Materials and supplies so furnished shall be charged to the Com- 
pany at cost. 

(h) The Director General shall at his option be substituted for 
the period of Federal control in the place of the Company in respe<>t 
of the benefits and obligations of contracts relating to operation in 
force January 1, 1918 (including contracts made by subsidiaries for 
the use and benefit of the Company and the right to abrogate or 
change and n\ake new contracts wuth express companies for the {h*- 
riod of Federal control), except as to contracts between the Com- 
pany and subsidiary companies which shall be considered and treated 
as arrangements or practices; and the Director General shall in liko 
luanner at his option be substituted for such period in respect of 
the benefits and obligations of arrangements and practices in fonv 
during the test ])eriod in regard to fuel, materials, and supplies for 
the operation of the property described in paragi'aph (a) of section 
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'1 hereof and of any additions, betterments, and road extensions 
thereto, obtained from any mine, oil field, or other sources of supply 
owned or controlled by the Company, it being understood that under 
such arrangements or practices, if availed of by the Director Gen- 
eral, he shall, to the extent necessary to offset any increase in the 
standard return growing out of the furnishing by the Company or 
of its subsidiaries, during the test period, of fuel, materials, and 
supj>lies vmder an arrangement or practice at less than the then cost 
or the then market value thereof for railroad purposes, be charged for 
such fuel, materials, and supplies a price . expressed in dollars or 
cents per unit below or above the then cost or the then market value 
thereof for railroad purposes (as the practice of the Company may 
liave been) in the same amount that the prices charged the Company 
during the test period were below or above the then cost or the then 
market value thereof for railroad purposes; and at the request of 
the Director General or the Company the prices for fuel or materials 
.supplied between December 31, 1917, and the execution of this con- 
tract shall be adjusted on the foregoing basis: Provided^ however^ 
That a source of supply which the Company had acquired to safe- 
guard its own operations shall not be depleted or reduced for use on 
other transportation systems, except in cases of emergency to be de- 
termined b}^ the Director General, in which event the quantity so 
used on other transportation systems shall be accounted for to the 
Company at the fair value thereof ; Aiid provided further^ That ma- 
terials and supplies secured under contracts which the Company had 
made for its own operations shall, so far as practicable, be used on 
the Company's property, and that, if used on any other transporta- 
tion system, materials and supplies of like character shall be fur- 
nished by the Director General for use in making such additions, 
betterments, and road extensions as shall be chargeable to the Com- 
pany, and shall be charged at cost under such contracts. 

(?') The Director General shall pav, or save the Company harmless 
from, all expon?es incident to or growing out of the possession, opera- 
tion, and use of the property taken over during Federal control, ex- 
cept the expenses whicli under this agreement are to be borne by tiie 
Company. He sliall alFO pay or save the Company hannless from all 
rents called in the monthly rej)orts to the Commission equipment 
rents or joint-facility rents, and all judgments or decrees that may 
be recovered or issued against, and all fines and penalties that may 
be imix)sed upon, the Company by reason of any cause of action 
arising out of Federal control, or of anything done or omitted in the 
possession, operation, use, or control of the Company's property dur- 
ing Federal control, except judgments or decrees founded on obli- 
gations of the Company to the Director General of the United States. 

{]) Except as otherwise provided in this agreement, the Director 
General shall save the Company harmless from any and all liability, 
loss, or expense resulting from or incident to any claim made against 
the Company growing out of anything done or omitted during Fed- 
eral control in connection with, or incident to, operation or existing 
contracts relating to operation, and shall do and perform, so far as is 
requisite under Federal control for the protection of the Company, 
all and singular the things, of which he may have notice, necessary 
and appropriate to prevent, because of Federal control or of any- 
thing done or omitted thereunder, the forfeiture or loss by the Com- 
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considered, so that the result shall b?, as nearly as practieal/iti 
same relative amount, character, and durability of physical i-epani 

(d) At the request of either party there shall be an accoimtii 
the amounts due by one party or the other under parag:raj>]i'i 
and (&) of this section at the end of each year of Federal i ontrul 
at the end of Federal control. 

(e) If, during Federal control, any of the property descrilxi 
paragraph (a) of section 2 hereof or any replacement thereof oi 
dition thereto or betterment or extension thereof is destroyed or i 
aged otherwise than by fire or public enemies, and is not re.stoni 
replaced by the Director General, he shall reimburse the Cotl| 
the value of the property destroyed or the amount of the damaj 
the time of the loss, and the cost of restoration or replacenieni 
said value or damage, as the case may be, shall be charged to an 
railway operating expenses; it being understood that exti-aor«li 
losses caused by floods, explosions, train wrecks, or accident an 
eluded in the matters covered by this paragraph, while ordinary h 
due to such causes are included in the matters covered by parasi 
{a) of this section: Provided^ however^ That if the Commission 
application of either party and after giving due consideration t^i 
practice of the Company during the test period in respect to i 
matters and to any other pertinent facts and circumstances. « -i 
mines that it is just and reasonable that the said cost or value s 
be apportioned or extended over a period of more than one ^ 
this shall be done, and so much of said cost or value as may be np| 
tioned by the Commission over the period subsequent to Ft* . 
control, shall be charged to the Company in the final account ii:i 
the end of Federal control and shall be paid by it. 

If, during Federal control, any of the property described in ] i 
^raph (a) of section 2 hereof or any replacement thereof or a I 
tion thereto or betterment or extension thereof is destroyed or di 
aged by fire, and is not restored or replaced by the Director Gend 
lie shall reimburse the Company the value of the property de^r j 
or the amount of the damage at the time of the fire; and the i 
of restoration or replacement or said value or damage, as the i 
may be, shall be charged to annual railway operating ex])erH 
but the same shall not be considered a charge to such expense- i 
the purposes specified in paragraph (a) of this section. 

In case of any such loss or damage by fire, the Director Geii»l 
shall, if given written notice of the requirements of any mortiri^ 
equipment lease, or trust on the property so destroyed or dama«?j 
make such restoration or replacement, or pay such value or danuq 
in such way as to meet the requirements of such mortgage, etv* | 
ment lease, or trust in the same manner as would have been pr ; I 
in applying the proceeds of insurance on such property if if I 
been insured, by the Company against loss or damage by fire in | 
cordance with the terms of such instruments of lien; and a n | 
pliance with the written request of the Company in respect tbf:- 
shall be a full acquittance of any obligation of the Director (ler.' 
in the premises. 

The foregoing parts of this paragraph are subject to the pn* • 
that in case of loss or damage any additions and betteiment^ c* 
in connection with or as a part of the restoration or repla^t^ 
of property damaged or destroyed and chargeable under \h 
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Federal control, nor as a waiver by the United States of any claim 
that might otherwise be made by it that the rights of any State or 
subdivision thereof or of any individual or corporation have been 
abrogated or suspended by the taking over of the Company's prop- 
erty or by Federal control. 

(m) The Company shall have the right at all reasonable times to 
inspect the books and accounts kept by the Director General relating 
to the property of the Company, or to the operation thereof, and the 
Director General shall during Federal control furnish the Company 
with a copy of the operating reports relating to its property, and as 
soon as practicable after the end of each fiscal year shall furnish to 
the Company a complete list of its equipment as of the end of such 
fiscal year. 

Section 5 — XTpkeep. 

Skc. 5. (a) During the period of Federal control the Director 
General shall, annually, as nearly as practicable, expend and charge 
to railway operating expenses, either in payments for labot- and mate- 
rials or by payments into funds, such sums for the maihtenahce, re- 
pair, renewal, retirement, and depreciation of the property described 
m paragraph (a) of section 2 hereof as may be requisite in order that 
such property may be returned to the Company at the end of Federal 
control in substantially as good repair and in substantially as com- 
plete equipment as it was on January 1, 1918: Provided^ however^ 
That the annual expenditure and charges for such purposes during 
the period of Federal control on such property and the fair distribu- 
tion thereof over the same, or the payment into funds, of an amount 
e(jiial in the aggt-egate (subject to the adjustments provided in para- 
graph {c) and to the provisions of paragraph {e) of this section) to* 
the averag? annual expenditure and charges for such purposes in- 
cluded under the accounting rules of the Commission in railway oper- 
ating expenses durins: the test period, less the cost of fire insurance 
included therein, shall be taken as a full compliance with the fore- 
going covenant. 

(h) The Director General may expend such sums, if any, in addi- 
tion to those expended and charged under paragraph {a) of this sec- 
tion (subject to the adjustments provided in paragraph {c) of this 
section) as may be requisite for the safe operation or the property 
described in paragraph {a) oi section 2 hereof, assuming a use simi- 
lar to the use during the test period and not substantially enhancing 
the cost of maintenance over the normal standard of maintenance of 
railroads of like character and business during said period : and the 
amount, if any, of such excess expenditures during Federal control 
shall be made good by the Company as provided in paragraph {h) of 
section 7 hereof. 

(e) In comparing the amounts expended and charged under the 
provisions of paragraphs {a) and (fc) of this section with the amounts 
expended and charged during the test period, due allowance shall be 
made for any difference that may exist between the cost of labor 
and materials and between the amount of property taken over and the 
average for the test period, and, as to paragraph (a), for any differ- 
ence in use between that of the test period and during Federal control, 
which, in the opinion of the Commission, is substantial enough to be 
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considered, so that the result shall b?, as nearly as practicable, the 
same relative amount, character, and durability of physical reparation. 

(d) At the request of either party there shall be an accounting of 
the amounts due by one party or the other under paragraphs (a) 
and (&) of this section at the end of each year of Federal c ontrol an<l 
at the end of Federal control. 

(e) If, during Federal control, any of the property described in 
paragraph (a) of section 2 hereof or any replacement thereof or ad- 
dition thereto or betterment or extension thereof is destroyed or dam- 
aged otherwise than by fire or public enemies, and is not restored or 
replaced by the Director General, he shall reimburse the Company 
the value of the property destroyed or the amount of the damage at 
the time of the loss, and the cost of restoration or replacement, or 
said value or damage, as the case may be, shall be charged to annual 
railway operating expenses; it being understood that extraordinaiy 
losses caused by floods, explosions, train wrecks, or accident are in- 
cluded in the matters covered by this paragraph, while ordinary losses 
due to such causes are included in the matters covered by paragraph 
(a) of this section: Provided^ however^ That if the Commission, on 
application of either party and after giving due consideration to the 
practice of the Company during the test period in respect to such 
matters and to any other pertinent facts and circumstances, deter- 
mines that it is just and reasonable that the said cost or value shall 
be apportioned or extended over a period of more than one year, 
this shall be done, and so much of said cost or value as may be appor- 
tioned by the Commission over the period subsequent to Federal 
control, shall be charged to the Company in the final accounting at 
the end of Federal control and shall be paid by it. 

If, during Federal control, any of the property described in para- 
graph {a) of section 2 hereof or any replacement thereof or addi- 
tion thereto or betterment or extension thereof is destroyed or dam- 
aged by fire, and is not restored or replaced by the Director General, 
lie shall reimburse the Company the value of the property destroyed 
or the amount of the damage at the time of the fire; and the cost 
of restoration or replacement or said value or damage, as the case 
may be, shall be charged to annual railway operating expenses, 
hut the same shall not be considered a charge to such expenses for 
the purposes specified in paragraph (a) of this section. 

In case of any such loss or damage by fire, the Director General 
shall, if given written notice of the requirements of any mortgage, 
equipment lease, or trust on the property so destroyed or damaged, 
make such restoration or replacement, or pay such value or damage, 
in such way as to meet the requirements of such mortgage, equip- 
ment lease, or trust in the same manner as would have been proper 
in applying the proceeds of insurance on such property if it had 
been insured, by the Company against loss or damage by fire in ac- 
cordance with the terms of such instruments of lien; and a com- 
pliance with the written request of the Company in respect thei-eof 
shall be a full acquittance of any obligation of the Director General 
in the premises. 

The foregoing parts of this paragraph are subject to the proviso 
that in case of loss or damage any additions and betterments made 
in connection with or as a part of the restoration or replacement 
of property damaged or destroyed and chargeable under the ac- 
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counting rules of the Commission in force December 31, 1917, to 
investment in road and equipment, shall be charged to and paid by 
the Company. 

The Director General shall not be liable to the Company for any 
loss or damage due to the acts of public enemies. 

(/) If any additions, betterments, or road extensions are made 
to the property taken over or any equipment is added at the ex- 
pense of the Company and with the approval or by order of the 
Director General during Federal control, he shall expend and charge 
to railway operating expenses such sums either in payments for 
labor and materials or by payments into funds, as may be requi- 
site for the proper maintenance, repair, renewal, retirement, and 
depreciation of such property until the end of Federal control. 

(g) The Company shall have the right to inspect its property at 
all reasonable times during Federal control, and the Director Gen- 
eral shall provide reasonable facilities for such inspection. 

(h) If any question shall arise, either during or at the end of Fed- 
eral control, as to whether the covenants or provisions in this sec- 
tion contained are being or have been observed, the matter in dispute 
shall, on the application of either party, be referred to the Commis- 
sion which, after hearing, shall make such findings and order as 
justice and right may require, which shall be final as to the questions 
submitted and shall be binding on and observed by both parties 
hereto, except that either party may take any question of law to 
the courts, if he or it so desires. 

Section 6. — ^Taxes. 

• 

Sec. 6. (a) All taxes assessed under Federal or any other govern- 
mental authority for the period prior to January 1, 1918, including 
a proportionate part of any such tax assessed after December 31, 1917, 
for a period which includes any part of 1917 or preceding years, and 
unpaid on that date, all taxes commonly called war taxes which have 
been or may be assessed agc^inst the Company under the act of Con- 
gress entitled "An act to provide revenue to defray war expenses and 
for other purposes," approved October 3, 1917, or under any act in 
addition thereto or in amendment thereof, and all taxes which have 
be«n or may be assessed on property under construction, and all as- 
sessments which have been or may be made for public improvements, 
chargeable under the accounting rules of the Commission in force 
December 31, 1917, to investment in road and equipment, shall be 
paid by the Company; but upon the amount thus chargeable to in- 
vestment interest shall be paid to the Company during Federal con- 
trol at the rate provided in paragraph (d) of section 7 hereof. Taxes 
assessed during construction on additions, betterments, and road ex- 
tensions made by the Company with the approval or by order of the 
Director General during Federal control, shall be considered a part 
of the cost of such additions, betterments, and extensions and shall, 
under the provisions of paragraph (d) of section 7 hereof, bear in- 
terest as a part of such cost irom the date of the completion of such 
additions, betterments, or extensions. Assessments for public im- 
provements which do not become a part of the property taken over 
shall bear interest from the date of the payment of such assessment. 

(b) If any tax or assessment which under this agreement is to be 
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paid by the Company is not paid by it when due, the same naay be 
paid by the Director General and deducted from the next installiiient 
of compensation due under section 7 hereof. If any taxes properly 
chargeable to the Director General have been or shall be paid by the 
Company, it shall be duly reimbursed therefor. 

(c) The Director General shall either pay out of revenues derived 
from railway operation during the period of Federal control or shall 
save the Company harmless from all taxes lawfully assessed under 
Federal or any other governmental authority for any part of saici 
period on the property under such control, or on the right to operate 
as a carrier, or on the revenues derived from operation, and all other 
taxes which under the accounting rules of the Commission in foive 
December 31, 1917, are properly chargeable to '' railway tax accruali>,** 
except the taxes and assessments for which provision is made ii. 
paragraph {a) of this section. The Director General shall pay or 
save the Company harmless from the expense of all suits respect inii 
the classes of taxes payable by him under this agreement. 

(d) If any such tax is for a period which began before January 1. 
1918, or continues beyond the period of Federal control, such portion 
of such tax as may be apportionable to the period of Federal conti*ui 
shall be paid by the Director General, and the remainder shall Inf 
paid by the Company. 

(e) Whenever a period for which a tax is assessed can not be 
definitely determined, so much of such tax as is payable in any 
calendar year shall be treated as assessed for such year. 

Section 7. — Compensation. 

Sec. 7. (a) The annual compensation guaranteed to the Company 
under section 1 of the Federal control act shall be the sum of 

dollars and cents ($ ) during each year and 

3ro rata for each fractional part of a year of Federal control, sub- 
; ect, however, to any increase or decrease in the standard return 
lereafter made by the Commission as provided in paragraph (^ ' 
of the preamble of this agreement. 

(&) The said compensation shall be paid to the Company quar- 
terly in equal installments on the last days of March, June, an*! 
December of each year for the quarter ending therewith, exce|»! 
that the first five installments shall be due as of March 31, liU^. 
June 30, 1918, September 30, 1918, December 31, 1918, and Marcii 
31, 1919, respectively, but shall be paid upon the execution of thi- 
agreement; but from each installment there may be deducted an.\ 
amount then due by the Company under paragi^aphs (a) and {d 
of secticm -k hereof, imder paragraph (b) of section 5 hereof, 
and under paragraph (h) of section 6. hereof, and all amount- 
required to reimburse the United States for the cost of addition- 
and betterments made to the property of the Company not ju>tl^ 
chargeable to the United States, unless such matters are financed or 
otherwise take care of by the Company to the satisfaction of tin' 
Director General, and the Director General may apportion an\ 
such amounts to two or more subsequent installments: ProvUI*'U 
howecei\ That said power to deduct amounts due or accruing imdtf 
paragi'aph (6) of section 5 hereof and the cost of additions an«i 
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betterments not justly chargeable to the United States shall not be 
so exercised as to prevent the Company from paying out the sums 
reasonably required to support its corporate organization, to keep 
up sinking funds for the Company's debts required by contracts in 
force December 31, 1917, to pay its taxes, to pay rents and other 
amounts (not chargeable to capital account) properly payable by the 
Company for leased or operated roads and properties, to pay interest 
which has heretofore been regularly paid by the Company, and 
interest on loans issued during: Federal control and approved by 
the Director General, nor shall such deduction be made in respect 
to additions and betterments which are for war purposes and not 
for the normal development of the Company, nor in respect of road 
extensions, nor in respect of amounts due under paragraphs (a) and 
{(I) of section 4 hereof, in cases where the current assets, including 
materials and supplies, of the Company taken over by the Director 
General under the provisions of this agreement clearly exceed the 
current liabilities of the Company paid or assumed by the Director 
(reneral under said section. In the event of a difference as to the 
fact whether additions and betterments are for war purposes and not 
for the normal development of the Company, or as to whether an 
addition is a road extension, the question may, on application of 
either party, be referred to and determined by the Commission. 

The power provided in this paragraph to deduct the amount due 
by the Company for the cost of additions and betterments not justly 
chargeable to the United States is further declared to be an emer- 
gency power, to be used by the Director General only when he finds 
that no other reasonable means is provided by the tiompany to re- 
imburse the United States, and, as contemplated by the JPresident's 
proclanuition and by the Federal control act, it will be the policy of 
the Director General to so use such power of deduction as not to 
interrupt unnecessarily the regular payment of dividends as made 
by the Company during the test period. 

Overdue installments of compensation, or balances thereof, pro- 
vided for in this section shall bear interest from maturitv at the rate 
of five per cent per annum, except that if the Director General shall, 
prior to the execution of this contract, have loaned the Company any 
money, then to the extent of the amount thus loaned, the installments 
of compensation overdue at the date of the execution hereof shall 
bear interest from maturity at the same rate as that charged to the 
Company on such loans. 

(e) During Federal control the Company shall not, without the 
prior approval of the Director General, issue any bonds, notes, 
equipment trust certificates, stock, or other securities, or enter into 
any contracts (except contracts in respect of corporate affairs and 
property not taken under Federal control), or agree to pay interest 
on its debt at a higher rate, or for rent of leased roads and properties 
a larger amount, than the rates and amounts payable as of, or re- 
quired by contracts in force on, December 31, 1917. The Company 
may, however, procure the authentication and delivery to it under 
any mortgage or trust deed or agreement in force December 31, 
1917, or bonds or notes issuable thereunder in respect of additions, 
betterments, extensions, and equipment, or for refunding purposes. 

(d) Upon the cost of additions and betterments, less retirements 
in connection therewith, and upon the cost of road extensions, made 
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to the property of the Company during Federal control, the Director 
General shall, from the completion of the work, pay the Company a 
reasonable rate of interest, to be fixed by him' on each occasion. In 
fixing such rate or rates he may take into account not merely the 
value of money but all pertinent facts and circumstances, whether 
the money used was derived from loans or otherwise, provided that 
to the extent that the money is advanced by the Director Greneral or 
is obtained by the Company from loans or from the proceeds of 
securities the rate or rates shall be the same as that charged by tht» 
Director General for loans to the Company or to other companies 
of similar credit. 

(e) From its compensation so received or from other income, if 
adequate for the purpose, the Company shall make all pajTnent.s oi 
interest, rents (other than the equipment rents, joint facility rent\ 
and rents classified as operating expenses, mentioned in paragray-: 
(j) of section 4 hereof), and other sums necessary to prevent a de 
fault under any mortgage or lease of any of the property descrilnni 
in paragraph (a) of section 2 hereof; and if at any time durii.: 
Federal control the Company, by virtue of any change in the ri^rL: 
of possession (subject to the rigjfits of the United States) to any < : 
said property or otherwise, shall no longer be entitled as betwe^i 
itself and any other person or corporation to receive the entire com- 
pensation herein provided, such compensation shall be apportion^ 
and paid, as between the parties entitled thereto, as justice and ri^'lr 
may require. 

Section 8. — Claims for Loss of Additions, Etc. 

Sec. 8. (a) Prompt notice in writing, except as provided in para 
graph (d) of this section, shall be given the Company of the making 
or ordering of any additions, betterments, or roads extensions, in 
eluding terminals, motive powers, cars, oT other equipment to or 
for the property of the Company costing more than one thousand 
dollars, witli an estimate of the cost thereof. Such notice shall v 
given before the beginning of the work or the acquisition of tN 
property wlienever in the judgment of the Director General it - 
practicable to do so. Within a reasonable time after the completi'^^ 
of the work or the acquisition of the property, a written statenieM 
of the final cost thereof shall be given the Company. There shall '- 
furnished the Company, as soon as practicable after the end of e:wJ. 
month, a written statement of all expenditures estimated to cost oii'' 
thousand dollars or less chargeable to investment in road and equip 
nient made during the month, with a brief description of the work 
done or of the property acquired; and such statement shall const it iii- 
all the notice of additions and betterments costing one thousand il'- 
lars or less required by paragraphs (b) and {c) of this secti<'r 
The notices provided in this paragraph may be given to the pres 
dent of the Company unless the Company designates some other ♦>!?: 
cer to receive the same, in which event the notice shall be gi>t" 
to such other officer. 

(&) Any claim of the Company for loss accruing to it by ro«^'r 
of expenditures for additions and betterments made to the propt'rt; 
of the Company during Federal control in connection with or a? ^ 
part of the work of maintaining, repairing, and renewing the O*: ' 
pany's property and chargeable under the accounting rules of t.v 
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CoiiiiiHssion in force December 31, 1917, to investment in road and 
equipment, except such expenditures as are incurred in connection 
with the replacement of buildings and structures in new locations, 
may be determined by agreement between the Director General and 
the Company, or, failing such agreement as to the fact or amount 
of such loss, the questions at issue may, upon the jipplication of 
either party at any time after the filing of the statement of claim 
hereinafter referred to, be ascertained m the manner provided in 
section 3 of the Federal control act: Prmnded^ however^ That no 
loss shall be claimed by the Company and no money shall be due 
to it in respect of such additions and betterments upon the ground 
that the actual cost thereof at the time of construction was greater 
than under other market and commercial conditions; and tor the 
purpose of determining such controversy the amount paid for any 
addition or betterment shall be deemed the fair and reasonable cost 
thereof and shall be taken as the basis for such determination; nor 
unless the Company, within sixty days of notice to it that the work 
will be done, shall give the Director General notice of objection 
thereto and shall file with the Director General a statement of its 
claim within ninety days after notice of the completion of the work. 
{c) Any claim of the Company for loss accruing to it by reason of 
any additions and betterments w^hich are not made in connection 
with or as a part of the work of maintaining, repairing, and renew- 
ing the Company's property, or accruing to it in connection with 
maintenance in the replacement of buildings and structures in new 
locations, or by reason of road extensions, terminals, motive powTV, 
cars, or other equipment made to or provided for the ])roperty of the 
Company during Federal control, may be determined by agreement 
between the Director (Jeneral and the Company, or failing such 
agreement as to the fact or amount of such loss may, by proceedings 
instituted not later than six months after the end of Federal control, 
be ascertained in the manner provided in section 3 of the Federal 
control act: Provided^ howf're?\ That no loss shall be claimed by the 
Company and no money shall be due to it in respect of such additions, 
betterments, road extensions, terminals, motive power, cars, or other 
equipment mentioned in this paragraph upon the ground that the 
actual cost thereof at the time of construction or acquisition was 
greater than under other market and commercial conditions; and 
for the purpose of determining such controversy tlie amount paid 
for any additions, betterments, road extensions, terminals, motive 
power, cars, or other equipment shall be deemed the fair and reason- 
able cost thereof and shall be taken as the basis for sucii determina- 
tion ; nor unless within sixty days after notice to the Company of 
such construction or acquisition written notice is given to the Director 
General by the Company that it will claim a loss in respect thereof. 
With and as a part of such notice th*e Company shall state its objec- 
tions to such construction or acquisition as far as reasonably practi- 
cable at the time. Nothing in this agreement shall be construed as 
barring the United States from contending that no loss within the 
meaning of the Federal control act accrued to the Company by rea- 
son of any additions, bettennents, or road extensions made durin<]^ 
Federal control by order or approval of the Director (Jeneral, if it is 
made to appear that the Company itself but for Federal contrcd 

121157—19 22 
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should in the exercise of sound judgment have made such addition, 
betterment, or road extension. 

{d) Where additions, betterments, or road extensions or terminal, 
motive power, cars, or other equipment have been made to or pro- 
vided for the property of the Company during Federal control but 
prior to the execution of this agreement, the Director General shall 
not be required to give the notice thereof provided for in paragraph 
(a) of this section and notice by the Company of any claim of lo&> 
in respect thereto may be given the Director General within ninety 
days after the execution hereof ; and such claims shall thereafter be 
proceeded with in the manner provided in paragraph (b) or para- 
graph (c) of this section, as the case may be. 

(e) The Director General shall reimburse the Company for the 
amount of loss ascertained under this section with a proper adjust- 
ment of interest thereon. 

(/) The Director (General shall not acquire any motive power, cars, 
or other equipment at the expense, or on the credit, of the Company 
in excess of what in his judgment is necessary, in addition to its then 
existing equipment, to provide for the traffic requirements of its 
own system of transportation; but this provision shall not prevent 
the Director General, after the acquisition of such equipment, from 
using the same, or any part thereof, on the line of any other trans- 
portation system operated by him. 

Section 9. — Final Accounting. 

Sec. 9. (a) At the end of Federal control all the property described 
in paragraph (a) of section 2 hereof shall be returned to the Com- 
pany, together with all repairs, renewals, additions, betterments, re- 
placements, and road extensions thereto which have been madeidur- 
mg Federal control, except as any part thereof may have been de- 
stroyed or retired and not replaced, in which case the provisions of 
section 5 hereof shall govern and except that the Director General 
shall not be obliged to restore or replace property destroyed or dam- 
aged by the acts of public enemies. 

(6) At the end of Federal control the Director General shall n'- 
turn to the Company all uncollected accounts received by him from 
the Company and also materials and supplies equal in quantity, qual- 
ity, and relative usefulness to that of the materials and supplies 
which he received and to the extent that the Director General doe^ 
not return such materials and supplies he shall account for the samt* 
at prices prevailing at the end of Federal control. To the extent 
that the Company I'eceives materials and supplies in excess of tho^e 
delivered by it to the Director General it shall account for the same at 
the prices prevailing at the end* of Federal control, and the balance 
shall be adjusted in cash. 

(c) The total amount of the account " Net balance receivable from 
agents and conductors " at the end of Federal control may be tume<l 
over by the Director General to the Company. He may also turn 
over all assets which have accrued out of operation; and the Com- 
pany shall, to the extent of the cash received or realized from such 
assets, pay and charge to the Director General all expenses arising 
out of railway operations during Federal control, including repara- 
tion and other claims, and may, unless objection is made by the 
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irector General, pay and charge to him any such expenses including 
punttion and other claims in excess of the cash so received ov 
ilized. On the first day of the third month following the termina- 
m of Federal control an accounting between the parties shall be 
id. and so on the first of each third month thereafter. Any balance 
nnj due either party shall be payable as of the date on which the 
ciiiint is stated and shall bear mterest until paid. 
I'/) At the end of Federal control there shall he paid to the Com- 
Dv liny balance then remaining unpaid of the cash received from 
pt'onipany at the beginning of or during Federal control, together 
til any unpaid interest which may have accrued upon the same. 
lere shall also be paid to the Company any funds created imder 
t jiiDvisions of this agreement, except to the extent that such funds 
iv lia\o been properly used under this agreement. 
I- 1 Wheiever undei' any provision of this section there is to be an 
jibtiiieiit of interest, it shall be at the rate of five per cent per 
niiEii unless the paKies shall in any case agree on a different rate. 
\i) .Vfter P'ederal c(mti"ol no claim by or against the Director 
m\:\\ shall lie settled by the Company against the written objection 
lis Directoi' General or the Attorney General of the United States. 
K conduct of all litigation before any court or conimis^on arising 
I i)f such disputed claims or out of operations during Federal con- 
il shall be in charge of the Company s legal force and the expense 
iitiof shall be paid by the Company; but the Director General or 
!-\ttorney General may, at the expense of the United States, em- 
ivsiwcial counsel in connection with any such litigation. 

ExEcmox, 

'>■ W1TNKK8 WHEREOF, these presents have as of the day and year 
■t al>ove written been duly signed, sealed, and delivered by Walker 
Uhii-n, Director General of Railroads, and duly signed, seale<l. 

I ilt'iivered by the Company* 

its President, attested by its Secretary [clerk], with its corporate 
i hereto affixed: such execution and delivery on the part of the 
iiijiany having been duly authorized and directed by a vote of its 
ail! of Directors at a meeting duty convened and held on the 

day of . 19__. and such action 

file part of the Board of Directors having been duly authorized 
inte of the stockholders of the Company at a meeting duly con- 

M and held on the day of . li>— . 

liticiites of which meetings, duly attested by the Company's Sec- 
stv Icleik], have been lodged with the Director General. 



Director General of IhuhomU. 



President. 



Secretary [clerk^. 
■ PrlDt tbe Dame of the campaDy IQ Italics. 
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(SHORT LINE FORM— For roads having competitive traffic.) 
AGREEMENT BETWEEN THE DIRP:CTOR GENERAL OF RAILRoAl 

AND THE 

t 

. COMPAN 



, 1919. 

Agreement. 

This agreement made this day of , 1-i 

between the Director General of Railroads (hereinafter called ' 
Director General), acting on behalf of the United States and ' 
President, under the powers conferred on him by the Proclamar 

of the President, hereinafter referred to, and the 

Company, a corporation duly organized un 

the laws of the State(s) of 

(hereinafter called the Company) : 

WITNESSETH THAT — 

(a) Whereas by a Proclamation, dated December 26, 1017. : 
President, acting under the powers conferred on him by the Cmi- 
tut ion and Laws of the United States, by virtue of the joint re- 
tions of the Senate and House of Rej)resentatives, bearing date A 
6 and December 7, 1917, respectively, and particularly by virti:* 
Section 1 of the Act of Congress approved August 29, 1916, ent;: 
"An Act making appropriations for the support of the Army : 
the fiscal year ending June 30, 1917, and for other purposes." t 
posession of and assumed control at 12 o'clock noon on December . 
1917, for war purposes of certain railroads constituting a systen 
systems of transportation (not including the railroad of the Conij' ^ 
described herein), and appointed William G. McAdoo Dii-ector d 
eral of Railroads ; and 

(6) Whereas the Act of Congress called herein the Federal Cor* 
Act, approved by the President March 21, 1918, brought under P\*»i • 
control the railroad hereinafter described under the following | 
vision, "That every railroad not owned, controlled, or operate«i 
another carrier company, and which has heretofore competed * 
traffic with a railroad or railroads of which the President has t.i 
the possession, use, and control, or which connects with such raih* 
and is engaged as a common carrier in general transportation, - 
be held and considered as within ' Federal control,' as herein deli! 
and necessary for the prosecution of the war, and shall be entitle . 
the benefit of all the provisions of this Act;" and 

(c) Whereas by Proclamation, dated Alarch 29, 1918, the Pr- 
dent, pursuant to said Federal Control Act authorized the said ^^ 
liam G. McAdoo, as Director General, either personally or thn* - 
such divisions, agencies, or persons as he may appoint, and in 
own name or in the name of such divisions, agencies, or person-, 
in the name of the President, to make with the carriei's, or an\ 
them, such agreements as may be necessary and expedient re>»pt*» r . 
any matter concerning which it may be necessary or expediei.r ' 
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«'o:il and to make any and all contracts, agreements, or obligations 
necessary or expedient in connection with the Federal control of such 
1 railroads as fully in all respects as the President might do; and 
! {d) Whereas the said William G. McAdoo has resigned as Direc- 
tor General of Railroads, and by a Proclamation, dated January 10, 
1919, the President appointed Walker D. Hines Director General of 
Railroads and authorized him, either personally or through such 
|(livisions, agencies, or persons as he may appoint, in his own name or 
jin the name of such divisions, agencies, or persons, or in the name of 
the President, to make with the carriers, or any of them, the agree- 
ments, contracts, or obligations aforesaid: 

Xow, THEREFORE, the parties hereto, each in consideration of the 
ameements of the other herein contained, do hereby covenant and 
apee to and with each other as follows : 

Section 1. (a) This agreement shall be binding upon the United 
States, the Director General, and his successors, and upon the Com- 
pany, its successors, and assigns, 

This agreement shall not be construed as creating any right, claim, 
privilege, or benefit against either party hereto in favor of any State 
or any subdivision thereof, or of any individual or corporation other 
than the parties hereto. 

(&) Wherever in this agreement the words Director General are 
used, they shall be understood as designating the person who has been, 
or may from time to time be, appointed by the President to exercise 
the powers conferred on him by law with relation to Federal control. 

Section 2. The Company's said railroad affected by this agreement 
sluiU be considered as including the following roads and properties: 



, Section 3. (a) The Company accepts the terms and conditions of 
^ai (1 Federal Control Act and the terms of this agreement, and ex- 
pressly accepts the covenants and obligations of the Director Gen- 
eral in this agreement set out and the rights arising thereunder in 
full adjustment, settlement, satisfaction, and discharge of any and all 
claims and rights, at law or in equity, which it now or hereafter can 
have against the United States, the President, the Director Geineral, 
ov any agent or agency thereof by virtue of anything done or omitted, 
p»u>uant to the acts of Congress herein referred to. 

This is not intended to affect any claim said Company may have 
against the United States for carrying the mails or for other services 
rendered not pertaining to or based upon the Federal Control Act. 

(&) The Company, on it own initiative or upon the request of the 
Director General, shall take all appropriate and necessary corporate 
action to carry out the obligations assumed by it in this agreement or 
lawfully imposed upon it by or pursuant to the Federal Control Act. 

Section 4. It is expressly agreed and understood that the posses- 
sion and use of the railroad property herein described subject to the 
right of the Director General to tJike the said property into actual 
possession as hereinafter provided, as a war emergency, shall remain 
m the Company, and the Company shall continue to operate the same, 
uid all revenues accruing from the operation thereof shall belong to 
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the Company, and all expenses arising out of or incident then 
and all taxes of whatsoever character imposed thereon, or upoL 
Company shall be paid and borne by the Company, it being expivs 
agreed that unless and until the Director General shall as a war iie* 
sity take over the actual possession and operation of said railroa«i. 
assumes no obligation for the payment of any expenses or chargi*5 
connection therewith, nor of any risk or accident in connection « 
the operation or control of said property. 

Section 5. All rates, fares, and charges for transportation st^in 
l^erformed jointly by the Company and any transportation syst*-!!! 
the possession of, and operated l)y, the Director (General shall 
divided fairly between the Director General and the Company. It 
agreed that the arbitraries and percentages of joint rates, both pj 
senger and freight, received by the Company as of January 1. 1 : 
shall not be reduced, and whenever joint rates have been or shui! 
increased, the company shall receive as its proportion of sue!. . 
creased joint rates amounts in the same ratio as its arbitraries or • 
centages bore to the joint rates before they were increased. 

Section 6. The Company shall receive an equitable allotment <•( i 
cars (and, where feasible, motive power) in the possession or km 
the control of the Director General. For the eouipment thu- fj 
nished it shall nay the per diem rentals now in enect or as they u 
be established from time to time by the Director (leneral, aivl I 
I'entals shall be paid by the Director General to the Com[)an} :i 
any of the Company's equipment used by him: Prov'nleiL fio>' I 
That there shall be a time or reclaim allowance to roads of l^H) i | 
or less in length of two days, which will be assumed by the deliver 
road. * . 

Section 7. If differences arise as to any matter arising under t1 
contract, either party may refer the question to the Interstate ( 1 
merce Commission, and its decision shall be final and binding. 

Section 8. The Company, so far as practicable, shall havr I 
right to use the purchasing agencies of the Director General in ^ 
purchase of materials and supplies at the prices which the Dii^ 
General shall pay thei-efor, and to have its repairs done in the - - 
of its connecting lines to the same extent and upon the same r»- I 
as were enjoyed before Federal control : where roads have horet* : 1 
not had the repairs done at the shops of the connecting line, W- | 
private shops which have since been closed, they may have t I 
repairs done at the shops of the connecting line upon fair teml^^ 

Section 9. There shall be no discrimination against the Conij 
in the matter of publishing tariffs and routing. In all publi«a 
of rates, tariffs, and routmg, covering the territory in whiolt 
Company's road is situated, the Company shall be treated in the - 
manner as the trunk lines, except that nothing in this section - 
be construed to remiire the establishment of joint rates where ^ 
rates were not in effect at the commencement of Federal contn^l 

Section 10. It is expressly agreed that if, in the opinion of : 
Director General, a necessity shall arise making it necess:in' <>r 
sirable for any purpose connected with the war lor the Director <• 
cral to take into his own hands the possession, control, and openii 
of said railroad and the properties herein described, he shall ' 
the right to do so. In such event this contract shall be tennin-* 
and a new contract made providing for the payment of comp*** 
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tioii as provided by the Federal Control Act; and if in the meantime 
it becomes necessary in his opinion to issue any orders or directions 
to said Company affecting the movement of troops or war supplies^ 
said Company shall obey such orders or directions. 

Section 11. In view of the foregoing covenants and agreements^ 
and subject thereto, the order of relinquishment issued on the 
da3' of June, 1918, is hereby rescinded and set aside as of the date 
when the same was issued; and the said railroad and the properties 
herein described are hereby brought fully within the terms and imder 
the control of the said Federal Control Act, the same in all respects 
as if the said order of relinquishment had not been issued. This 
contract shall become and be effective as of April 1, 1918, with the 
same effect as if it had been executed and delivered on said date. 

Section 12. The Director General will formulate definite rules and 
regulations governing exchange transportation, which rules and 
regulations shall be made applicable to the Company without dis- 
crimination. 

Section 13. The Company shall furnish to the Railroad Adminis- 
tration a statement on forms supplied by the Director General, which 
shall show the total amount and character of competitive freight, in 
tons, which was handled by the Company during each of the seven 
months, April 1st to October 31st, inclusive, for the j^ears 1915, 1916, 
1917, and 1918, and the revenue thereon wiiich accrued to the Com- 
pany; also such detailed information as is possible to supply as ta 
the freight traffic which it is claimed was diverted during the period 
April 1, 1918, to November 1, 1918, chargeable to the Dii*ector Gen- 
eral's operation. If the analysis of this statement shows loss by. 
diversion of competitive freight traffic and does not show any abnor- 
mal conditions as to the amount of freight traffic which are not fairly 
chargeable to the Director General's operation, the Company shall 
receive in cash the difference between the total revenue on com- 
petitive freight traffic for the seven months' period of 1918 and the 
average revenue for the seven corresponding months during the test 
period of 1915, 1916, and 1917, less the out-of-pocket cost to the 
P'ederal controlled lines for transporting the diverted freight traffic, 
which shall be considered to be 33 J per cent of the gross revenue to 
the Company on such diverted freight traffic. 

In the event the Company shall show that it has suffered from the 
diversion of competitive freight traffic between March 21, 1918, and 
April 1, 1918, it shall be reimbursed as provided herein. 

For the purpose of this agreement competitive freight traffic is 
defined as freight traffic moving over the particular short line rail- 
road involved, destined beyond its termini, or moving from, to, or 
betw^een points on the Company's line of railroad which could be 
handled at equal rates from point of origin to point of destination 
via the line or lines of some carrier or carriers one or all of which 
are under Federal control. 

Beginning on November 1, 1918, such arrangements shall be made 
for the routing over the Company's line of competitive traffic as shall 
insure to the Company in any month the same proportion of such 
competitive traffic as it had of the total of such traffic for the average 
of the three years, counting the calendar years of 1915, 1916, and 
1917, taking into account both class and quantity of tonnage, it being 
understood and agreed that if in any month such proportion of com- 
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I 



petitive traffic delivered to the Company shall be less than that ba 
on the average for the three-year period the Director General w 
within 60 days after the close of any such month deliver such addi 
tional amount of competitive traffic as shall make up the requirwj 
amount. 

Execution. 



In WITNESS WHEUEOF thcsc present have, on the day and year first 
above written, been duly signed, sealed, and delivered by the Di^ 
rector General of Bailroads, and duly signed, sealed and delivered 

by the , 

by its President, and its corporate seal affixed hereto, attested by iu 
Secretary, such execution and delivery on the part of said Companv 
having been duly authorized and directed by vote of its Board «'f 

Directors at a meeting duly called and properly held on the 

day of , 191__, which action of said Board of Direclo^ 

was duly authorized by vote of the stockholders of the said Company 

at a meeting duly called and properly held at 

on certificates of which meetings, duly attests 

by the Secretary of said Company, have been lodged with the Direct' 
Creneral. 



By 

Attest : 



Director General of Railroads 
Rail Company. 



President. 



Secretary, 



(Short IJne Form — For Roads Havinp no ('omnetitive Traffic. > 
A(;UKEMFNT r,KTV\'EKX THK r)IRK('T(>U (JKNKUAL iW RAILRtUl'^ 

AND THK 

rOMPAN^ 



amo. 

Ar.RKB:MKNT. 

This aokek:mknt made this day of _-.. • li*i: 

between the Director General of Railroads (hereinafter called th- 
Director General), acting on behalf of the T^nited States and tl- 
President, under the powers conferred on him by the proclamati«»" 

of the President, hereinafter referred to, and the 

Company, a corporation dulv organized under the laws of t1^ 

State (s) of 1 

(hereinafter called the Company) : 

WITNESSETH THAT 

{a) Whereas by a Proclamation dated December 26, 1917. »!'•' 
President, acting under the powers conferred on him by the <^^n 
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stitution and Laws of the United States, by virtue of the joint reso- 
lutions of the Senate and House of Representatives bearing date 
April 6 and December 7, 1917, respectively, and particularly by vir- 
tue of Section 1 of the Act of Congress approved August 29, 1916, 
entitled "An Act making appropriations for the support of the Army 
for the fiscal year ending June 30, 1917, and for other purposes," 
took possession of and assumed control at 12 o'clock noon on Decem- 
ber 28, 1917, for war purposes of certain railroads constituting a 
system or systems of transport aion (not including the railroad of 
the Company described herein), and appointed William G. McAdoo, 
Director General of Bailroads; and 

(&) Whereas the Act of Congress called herein the Federal Con- 
trol Act, approved by the President March 21, 1918, brought under 
Federal control the railroad hereinafter described under the follow- 
ing provision, " That every railroad not owned, controlled, or oper- 
ated by another carrier company, and which has heretofore competed 
for traflSc with a railroad or railroads of which the President has 
taken the possession, use, and control, or which connects with such 
railroads and is engaged as a common carrier in general transporta- 
tion, shall be held and considered as within 'Federal control,' as 
herein defined, and necessary for the prosecution of the war, and 
shall be entitled to the benefit of all the provisions of this Act;" and 
(c) Whereas by Proclamation, dated March 29, 1918, the Presi- 
<lent, puisuant to said Federal Control Act authorized the said Wil- 
liam G. McAdoo, as Director General, either personally or throug^h 
such divisions, agencies, or persons as he may appoint, and in his 
own name or in the name oi such divisions, agencies, or persons, or 
in the name of the President, to make w^ith the carriers, or any of 
them, such agreements as may be necessary and expedient respecting 
any matter concerning which it may be necessary or expedient to 
deal and to make any and all contracts, agreements or obligations 
necessary or expedient in connection with the Federal control of 
such railroads as fully in all respects as the President might do ; and 
{d) Whereas the said William G. McAdoo has resigned as Director 
General of Eailroads, and by a Proclamation dated January 10, 1919, 
the President appointed Walker D. Hines Director General of Rail- 
roads and authorized him, either personally or through such divis- 
ions, agencies, or persons as he may appoint, in his own name or in 
the name of such divisions, agencies, or persons, or in the name of 
the President, to make with the carriers, or any of them, the agree- 
ments, contracts, or obligations aforesaid : 

Now, THEREFORE, the parties hereto, each in consideration of the 
agreoments of the other herein contained, do hereby covenant and 
agree to and with each other as follows : 

Section 1. (a) This agreement shall be binding upon the United 
States, the Director General, and his successors, and upon the Com- 
pany, its successors and assigns, — - — 

This agreement shall not be construed as creating any right, claim, 
privilege, or benefit against either party hereto in favor of any State 
or any subdivision thereof, or of any individual or corporation other 
than the parties hereto. 

(7^) Wiiercver in this agreement the words Director General are 
used, they shall be understood as designating the person who has 
been, or may from time to time be, appointed by the President to 
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exercise the powers conferred on him by law with relation to FeiUr i 
control. 

SECTION 2. The Company's said railroad affected b,y this agr^^* 
ment shall be considered as including the following roads and ]>r"; 
erties : 



Section 3. (a) The Company accepts the terms and conditi«» 
of said Federal Control Act and the terms of this agreemerit. i. 
expressly accepts the covenants and obligations of the Director d 
eral in this agreement set out and the rights arising thereiin<h^r 
full adjustment, settlement, satisfaction, and discharge of any •: 
all claims and rights, at law or in equity, which it now has oi- lit 
after can have against the United States, the President, the Diren 
Geneial, or any agent or agency thereof by virtue of anything <!• 
or omitted, pursuant to the acts of Congress herein referred to. 

This is not intended to affect any claim said Company may h\^ 
agaiuvst the United States for carrying the mails or for ofher ^ 
ices rendered not pertaining to or based upon the Federal C«»nt^ 
Act. 

(b) The Company, on its own initiative or upon the request :' 
the Director General, shall take all appropriate and necessary < * 
porate action to carry out the obligations assumed by it in t' ^ 
agreement or lawfully imposed upon it by or pursuant to tlie F 
eral Control Act. 

Section 4. It is expressly agreed and understood that the po- 
sion and use of the railroacl property herein described subject to f 
right of the Director General to take the said property into arr- 
possession as hereinafter provided, as a war emergency, shall rem 
in the Company, and the Company shall continue to operato : 
same, and all revenues accruing from tlie operation thereof ^^hal: 
long to the Company, and all expenses arising out of or in<i'. 
thereto, and all taxes of whatsoever character imposed theroon. * 
upon the Company shall be paid and borne by the Company, it Iv . 
expressly agi'eed that unless and until the Director General shal! 
a war necessity take over the actual possession and operation of -.. 
railroad, he assumes no obligation for the payment of any ex]K':^ 
or charges in connection therewith, nor of any risk or accidcTit 
connection with the operation or control of said property. 

Section 5. All rates, fares, and charges for transportation -r^ 
ices performed jointly l3y the Company and any. transportation ^^f 
tem in the possession of, and operated by, the Director General - 
be divided fairly between the Director General and the Company . 
is agreed that the arbitraries and percentages of joint rate*-. '- 
passenger and freight, received by the Company as of January '- 
1918, shall not be reduced, and whenever joint rates have hor . 
shall be increased, the Company shall receive as its proportinr 
such increased joint rates amoimts in the same ratio as its arbitrr - 
or percentages bore to the joint rates before they were increased. 
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Section 6. The Company shall receive an equitable allotment of 
the cars (and, where feasible, motive power) in the possession or 
under the control of the Director General. For the equipment thus 
furnished it shall pay the per diem rentals now in effect or as they 
may be established from time to time by the Director General, and 
like rentals shall be paid by the Director General to the Company 
for any of the Company's equipment used by him : Provided^ however^ 
That there shall be a time or reclaim allow^ance to roads of 100 miles 
or less in length, of two days, which will be assumed by the deliv- 
ering road. 

Section 7. If differences arise as to any matter arising under this 
contract, either party may refer the question to the Interstate Com- 
merce Commission, and its decision shall be final and binding. 

Section 8. The Company, so far as practicable, shall have the 
right to use the purchasing agencies of tlie Director (Jeneral in the 
purchase of materials and supplies at the prices which the Director 
(leneral shall pay therefor, and to have its repairs done in the shops 
of its connecting lines to the same extent and upon the same terms 
as wore enjoyed before Federal control ; where roads have heretofore 
not had the repairs done at the shops of the connecting line, but at 
piivate shops which have since been closed, they may have their re- 
pairs 4one at the shops of the connecting line upon fair terms. 

Section 9. There shall be no discrimination against the Company 
in the matter of publishing tariffs and routing. In all publication 
of rates, tariffs, and routing, covering the territory in which the 
Company's road is situated, the Company shall be treated in the 
suine manner as the trunk lines, except that nothing in this section 
shall be construed to require the establishment of joint rates where 
joint rates were not in effect at the commencement of Federal control. 

Section 10, It is expressly agreed that if in the opinion of the 
Director General a necessity shall arise making it necessary or desir- 
able for any purpose connected with the war, for the Director Gen- 
eral to take into his own hands the possession, control, and operation 
(^f said railroad and the properties herein described, he shall have the 
right to do so. In such event this contract shall be terminated and 
a new contract made providing for the payment of compensation as 
provided by the Federal Control x\ct; and if in the meantime it 
become? necessary in his opinion to issue any orders or directions to 
said Company affecting the movement of troops or war supplies, 
said Company shall obey such orders or directions. 

Section 11, In view of the foregoing covenants and agreements, 

and subject thereto, the order of relinquishment issued on the 

(lay of June, 1918, is hereby rescinded and set aside as of the date 
when the same was issued ; and the said railroad and the properties 
herein described are hereby brought fully within the terms and 
under the control of the said Federal Control Act, the same in all 
lespects as if the said order of relinquishment had not been issued. 
This contract shall become and be effective as of April 1, 1918, with 
the same effect as if it had been executed and delivered on said 
elate. 

Section 12. The Director General will formulate definite rules 
and regulations governing exchange transportation, which rules and 
regulations shall be made applicable to the Company without dis- 
crimination. 
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Execution. 

In WITNESS WHEREOF, these presents have, on the day and year fir-t 
above written, been duly signed, sealed, and delivered by the Direc- 
tor General of Railroads, and duly signed, sealed, and delivered b\ 

the -. , 

by its President, and its corporate seal affixed hereto, attested by it< 
Secretary, such execution and delivery on the part of said Conipanv 
having been duly authorized and directed by vote of its Board «»f 

Directors at a meeting duly called and properly held on the 

day of , 191»_, which action of said Board of 

Directors was duly authorized by vote of the stockholders of the ^aiJ 

Company, at a meeting duly called and properly held at 

on , certificates of which mm 

ings, duly attested by the Secretary of said Company, have been 
lodged with the Director General. 



Director General of Railroads. 

Rail Cmnpaiiy^ 

By 

President. 
Attest : 



Secretary. 



DECISION OF DIRECTOR (GENERAL ON CERTAIN QUESTIONS RELAT 
ING TO THE STANDARD FORM OF CONTRACT. 

United States Railroad Administration. 

Wasfiinf/fotK Scptcniher .7. /!'/\ 

A number of questions involved in the negotintions for n staii(hir«l fnin: ■ 
"Contract have been submitted for my personal decision by counsel rei»ri*svn; . 
the railroads, and also counsel for the National Association of Owuors of Kr. 
road Securities. I have given careful consideration to the oral printe<l iir:': 
ments made in support of these contentions. 

(1) It is insisted that section 1 of the contract should be aniende<l so n> ' • 
give an appeal from the Interstate Commerce ("^onmiission ti> the Conn •* 
Claims as tr) all of the matters which by the terms of the contract are reft*r: - 
to the commission for decision. There are a number of matters purely adm . 
Istrative as to which an appeal ought not to be considered and as to whirh .1;' 
contention of counsel can not be sustained. 

It is provided in the FcKieral control act (sec. 6) that any loss claiiiM^l '-^ 
reason of additions, betterments, or road extensions, or constructcfl piir'^u:.' 
to said section, may be determined by agreement between the President n"' 
such carrier; failing such agreement, the amount of such loss shall l»e :i^"'^ 
tained as provided in section 3 hereof. 

As to all such matters, the contention of counsel is sustained, and pn>vi*»i". 
will be made in the contract providing for an apix^al to the Court of (Msiiii^ 
As to the other matters in the contract referred to the Interstate i\imiu»'r»' 
Commission for decision, the contention is disallowed. 

(2) The contract as drawn, provided that each carrier should turn o^e^ t- 
the Director General a working capital which had been tentatively ajjreed lU"" 
as representing the expenses of the carrier for one month without Interest. I' 
was insisted that this provision should be stricken out, and that no work:-: 
capital as such should be insisted upon, and that such balances as cani»» "\*' 
to the Railroad Administration from any carrier sho\dd bear lntert*st jit (i» 
average rate received by the company during the year 1917, or its daily i.'^ 
balances In bank. 
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There Is great force in the contention that the cnrriers should provide a work- 
ing capital: but I have decided to waive this and sustain the contention of 
counsel, and the contract has been directed chanjjed according:ly. 

(3) The acceptance clause. -r<jOuiisel have insisted, especially the counsel 
representing the Association of Security Holders, tliat the acceptance clause of 
the jcontract whereby it required that all loss and damages to the business or 
traffic by reason of the diversion thereof, or otherwise, which has been or may be- 
caused by the taking over or the possession, use, control, or operation of the 
carriers, was unjust to the carriers, and should be stricken out ; that the car- 
riers should have the right, now or at the end of Federal control — 

(a) To sue for the loss of good will, loss of business, diversion of traffic, or- 
loss of corporate organization ; 

(ft) That if the road should not be returned to the carriers as now contem-* 
plated by tlie Federal control act, the effect of the acceptance clause as now 
written would be to deprive the carriers of the right to claim damages by 
reason of said items. 

This presents the question as to whether the compensation provided to be 
paid by the Federal control act Is intended to be Inclusive and exclusive. By 
tlie terms of the act of 1916 the President was authorized to take over the rail- 
roads for war purposes, to use the same as a unified system of transportation, 
to divert traffic, and to make such use of the railroads r.s the wnr situation 
required. 

The Federal control act not only contemplates the sjinie use, but definitely 
contemplates a unified control and use of the railroads as one great system of 
transportation. There can, in my judgment, be no doubt btit that the methods 
provided In said act for compensation — that is, by agreement if an agreement 
can be made ; if not, by the decision of the (!ourt of Claims — was intended to 
embrace all of the damage which the owners have a right to claim. This was 
the view of the general counsel of the Railroad Administration and of all of 
Qiy advisers; but the question was pressed upon me so strenuously that It 
seemed wise to refer it to the Attorney General for an opinion, and an opinion 
ivas received, written by the Solicitor General as follows : 

" The contention made by couns<*l for the security holders as to paragraph 
(a), section 3, should be rejected. They are not entitled to have the contract 
30 framed as to leave them after the acceptance of the agreed comjiensation 
R'lth a right of action for further damages based upon the loss of good will 
ind the division or diversion of traffic. 
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*' Unquestionably the just compensation which the statute provides, is Intended 

cover these as well as all other elements of loss and damage." 
The contention, therefore, must be rejected. 

(4) It was also contended that the Director General shcmld pay to the carriers 

1 sufficient sum from operating expenses during Federal control to pay the 
•ori)orate expenses of the carrier. I gave careful consideration to this subject 
«»nie months ago and reached the conclusion to which I still adhere that this, 
•ontention is unsound and must be rejected. 

(5) It was insisted that paragraph {b) of section 5 should be stricken out. 
This provides that the Director General may expend and charge to the carriers 
I sufficient sum to make such defernnl maintenance as may be necessary to 
iiake the operation of the carrier safe, assuming a use of the road similar to 
the use during the test period, and not substantially enhancing the cost of 
maintenance over the normal standard of maintenance of railroads of like char- 
ic'ter and business during said period. 

It does not seem to me open to dispute that the power to make deferred 
iiaintenance is a necessary power, and is one which the statute contemplates 
iiay be exercised ; and the contention should, therefore, be rejected. 

(6) It was contended that section 7, providing for compensation, should be 
so amended that the power to deduct from the amount of compensation provided 
in the contract to be paid the carrier should not be exercised for deferred main- 
tenance, additions, and betterments, or road extensions. 

I have given very careful consideration to the arguments and have decided to 
|)ruvide in the ccmtract that the pov^er of deduction will not be exercised so as to 
[)revent the i)ayment of interest where interest was regularly paid during the 
Lhiee-year period, or to provide sum sufficient to supi>ort the corporate organiza- 
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tion, to keep up the sinking funds of the carriers required by contracts in fon-^ 
December 31. 1917, to pay taxes and other sums necessary for the payment «». 
rents for leased, operated, or controlled roads ; nor shall such deduction be nnuW 
in respect of additions and betterments which are for war purposes and not 
for the normal development of the company; nor in respect of road extension^. 

This substantially grants the contention of the carriers and the security holder^, 
except to the extent that they request that such power of deduction be not ir- 
sisterl upon when Its exercise would interfere with the payment of divideIn^ 
regularly paid during the three-year period. I must deny this portion of tli 
request, because if I should accede to it the result would be that railroad con: 
panles would be permitted to pay improvident dividends when the funds so u^t^I 
ought to be employed in taking care of deferred maintenance and In payment •" 
t|ieir just debts to the Government. This ruling need not operate to embarrn-- 
any company which has paid dividends on a provident basis and has retain*-" 
and does retain, as It is recognized all well-regulated companies shouUl retail. 
a substantial surplus of its income to provide a margin of cretlit and cover u: 
productive Improvements. In every such case the company will be in p<>.*«iTioii r 
provide for deferred maintenance, if any, and to make reasonaI)le provision t< 
reimbursing the Gov-ernment and there need be no interference with tlie on: 
pany*s dividends as regularly paid during the test period. 

(7) It was also insisted that in determining the amount to be adde<l tti tl* 
compensation of the carriers upon the cost of any additions and betterments le^* 
retirements i)rovided for i)y section 4 of the Federal control act. the rate •• 
interest to be allowe<i shiuild be at least sufficient to offset the cost to the nirri** 
of money borrowed where the moneys advanced by the company hutl fi> »»♦ 
secured from outside loans. 

It has seemed to me that this contention should be granted to tlie extent *>' 
providing that the rate of Interest to be allowed where the money was lulvanjr'* 
by the Director General should be the same rate which the Dire(»tor (ieiier;: 
charged the carrier for the money loaned. The contract may be chargecl afon« 
ingly. 

Other matters of less moment were <llscussed. These have l>een passeil \\\*"'. 
and the contract as now drafted reflects my final view as to tliese several nintfiTv 

'W. G. McAdoo. 



GENKUAL STATEMENT OF THE DIUECTOU GENERAL HESPKCTIN'. 

THE STANDARD FORM OF (H)NTRA(^T. 

I'nited States Railroad Administration. 

WasJiington, September •>, if*/**. 

I am announcing to-day the form of contract which the Government Is williiu 
to make witli the railroad companies covering Federal control of the railroa»N 
and the compensation therefor. 

The f<»rmulation of these contract provisions has been in progress sinoe tl'» 
approval of the Federal control act on Marcli 21 last. The length of tin**' 
consumed In this work has l>een due to the difhculties and intricacies of tl. 
subject, the al)sence of precedent for a contract of tills nature, the great vari*n 
of railroad conditions and practices which had tc» be carefully c<insldeivij :in« 
discussed before finally adopting a uniform plan, and the necessity of glvinu' ' 
the great number and variety <»f interest atfecteil the fullest opportunity for 
hearing and <llscusslon upon every asptM-t of the many-side*! pn»blems. 

In order tiiat no phase of the public Interest might be unrepresentetl. I nr 
ranged at the outset for, and have contlnuousiy had, the !)enetlt of the aidu« 
and assistance In this matter of a ctmimittee of tlie Interstate (Vmiineroe r<iir 
mission, consisting of Messrs. Clark, Hall. Anderson, and ^Moyer. 

The railroad companies and the ral!n)ad security holders have been reitn- 
sented by committees as well as by couns«>l. In a<l(iltlon to the various fonn;* 
hearings and diwusslons, there have been repeated interviews at which a gn-:* 
many special problems affecting particular railroad companies have been fnVy 
represented. 

The draft of contract adopte<l Is the outcome of all these hearings, discussion* 
and considerations, and represents, in my judgment, a form of contract wlii'* 
conforms to law, protcn-ts the public Interest, and a(vords to rallnmd eoDi|)}Uiif^ 
and their stockholders and bondholders the just protecticm which was tHmtou* 
plated by the (Government when it took iM)ssessl(m and control of the ralIro;uK 
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Aside from recitals, definitions, and description of property, the draft of con- 
tract covers only 12 pages. Tlie prfnclpal features are as follows : 

Tli(» railroad company accepts the contract and the compensation therein 
[irovided for in full satisfaction of all claims on account of Federal possession 
and control. 

Provision is made for the numerous features of operation and accounting 
(luriuR Federal control, for the allocation of revenues on traffic in transit at 
midnight December 31, 1917, for the handling of "overlapping" items of 
exjHMise, etc. • 

Provision is nuide for the maintenance of tlie proi>erty during Federal control, 
of course at the exiwnse of the Government, on substantially the same basis as 
during; the three-year test period ending June 30, 1917, and for the return of 
thp proi>erty at the end of Federal control in substantially as good repair and 
sul)^l:lnlialJy as complete in etjuipment as on January 1, 1918; it is provided 
ill cHect that if during the test period the maintenance expenses were not suf- 
ticiciit to put the property in condition for safe operation, the additional main- 
if'iiance necessary for safe operation may be provided at the expense of the 
company with the limitation that the cost of maintenance shall not be increased 
at the expense of the company over the normal standard of maintenance of 
railroads of like character and business during the test period. 

Provision Is made for the payment of taxes in accordance with the Federal 
control act. 

I'rovision is made for the annual compensation (which will be fixed in each 
case in accordance with the provisions of the Federal control act) to be paid 
to the company in quarterly installments. This comi)ensation will not be su]>- 
jwt to any deductions which would prevent the company frt)m supporting its 
c«)nH)»*"te organization, keeping up Its sinking funds, paying taxes and rents, 
iind interest heretofore regularly paid, and interest on loans issued during 
Fe*leral control. These re(iuireraents of the company for ct>rporate expenses 
;in(l fixed chai ge being thus provided for, the Govern men t has the right to make 
<le<lnctl«»n8 fnmi the remaining compensation to satisfy indebtedness which the 
railrond company may owe to the (Government ; however, the contractor, de- 
rljMvs the power of deduction to be an emergency power, to be used only when 
no otiier reasonable means is provided by the company to reimburse the United 
States, and not U* be used so as to interrupt unnecessarily the regular payment 
'•r' <livi<UMids made by the company during the test period. 

Provision is made for the <jrderly iiresentation and disposition of claims on 
ilie part oi the railroad company for anumnts expended by the Railroad Admin- 
istration for additions to Its property which, in the opinion of the railroad 
company, are not for its advantage and for which it believes It should not be 
cliarged. 
i*ro visions are also made for final acc<mntlng at the end of Federal control. 
In comparatively a few instances, considering the opportunity for differences 
<»f opini<»n, there api>ear to remain some objections, on the part of some of the 
interi'Sts which have been heard, but these objections are, in my opinion, without 
fuun<Iatlon. 

One of these objections Is that tlie contract ought to leave o[)en for litigation 
at the end of Federal control the (piestion whether the railroad has been dam- 
a;red by diversion of its business during Federal control. This claim is not 
tHiable iHK'ause the railroads have been takeii over for war purposes which 
necessitate diversion of traffic, hence there can lie no escape from the view that 
(.'ongress intended the compensation which it aiitliorize<l to cover this element. 
This demand of certain interests Is, in etTect, for an opportunity to litigate and 
is a demand which netnl not be urged if the railroad company, Instead of mak- 
ing the contract offered, sh<mld, Instead, go to the Court of Claims to get its 
iompensation. In this event the railroad company would get only a single 
romiK*nsation, covering its entire claim, including any damages for alleged diver- 
sion, and would not be allowed to litlgiite at the end of Federal (H)ntrol the 
question of diversion of business. The contract ought not, In this respect, to put 
the railroad company in any better i)osltlon than it would occupy if it made 
iio contract. This demand is not only unreasonable but the Director (General 
has no lawful authority to grant it, as I have been advised by the Solicitor Gen- 
eral of the United States, to whom I subndtted the question and who has con- 
sidered and approved the legal aspect of the contract. 

Objection has also been made that the ccmtract ought not to require a railroad 
company to pay out of Its compensation such additional amount as may be 
necessarj* to bring a railroad, which at the beginning of Federal control was in 
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unsafe condition, up to a condition of safe operation. This objection ren' ;. 
means that the Government ought to accept and continue such a property in ;i: 
unsafe condition (which would be clearly contrary to the public intei*e>Jt m.« 
ultimately contrary to the interest of the owners of the property), or slion j 
itself repair at its own cost the fault of the owners and put the property iii ^ 
better condition than the owners kept it, thus giving the owners not only ct»: 
pensation, but, besides, at the end of Federal control the advantage of haviiJ 
without cost an improved property, while this advantage would be denieti 'I 
railroad owners who had properly maintained their property. I have not ht^'i 
able to accede to this view. I have felt that railroad owners had no right ' | 
make any such demand, nor do I believe that railroad owners generally ''j 
make any such demand. Under the contract, however, this right to bring tL 
property up to a condition of safe operation is not to be exercised so as to in*^- 
fere with the railroad company's payment of its iixed charges, including inttr*- 
heretofore regularly paid. 

Some objection has also be«^n made that no part of a railroad company's (^ 
pensation should be used to pny its debts to the Government except such p»n ^ 
might remain after the company's payment of its customary dividends. T • 
objection has no bearing where a company has paid dividends on a provi<!- 
basis and has retained, as it is recognized all well-regulated companies sluti 
retain, a substantial surplus of its income to provide a margin of credit :i' 
cover unproductive improvements. In every sudi case the company csin. 
accordance with the contract, make other reasonable provision for reimbur>i - 
the United States and there need be no interference with its dividends as n. 
larly paid during the test period. The objection only applies where a railr< 
company has paid improvident dividends. 

As to such a case the argument is that the contract should put the company 
a far betttM* position than it would occupy if it ma<le no contract, and in a * 
bettor position than it would occupy if it continued in private control an*! • 
joyed an income equal to the compensation guaranteed by the Governint 
Without a contract, tlio right of deduction in such cases w^ould be clear. Ui-' 
private management, and with a corresponding income, the company wouM h. 
to pay the penalty of improvident dividends through the loss of its credit w 
ultimately, the breaking down of its property. The proposition is baldly ^i 
the Government shall protect the company in paying improvident dividends. 
then lend it money to cover all its indebtedness arising since Fe<leral ctar: 
and render it inmiune from the conseciuences of its own improvidence. A! 
these objections are unreasonable. It is not possible to believe that tho\ p- 
press the views ol the railroad companies generally, or the owners of rallr-' 
securities generally. These points are mentioned, however, because they ai»j« 
to have been made the subject of very considerable publicity. 

Frequently the arguments urged in opposition to certain features of the fr 
posed contract have suggested the idea that under any such contract the n 
roads would be in a much wor.se position than if they had remained in priv 
management. It may be well, therefore, to look at the situation which <♦ 
fronted the railroads last December and to consider what would probably - 
their present status if still in private management. 

T.jist necenil)er the expenses of the railroads were increasing with great * 
pidity. They were hedged about in their efforts to obtain increased rates h> - 
numerous and various restrictions imposed by the States, and also by the • • 
tatioiis imposed by the interstate-commerce act. They were confronteil by > 
Iterative denunids for greatly inci-eased wages and were without machine:;. 
Insure an amicable settlement of these demands. They were finding it t\]h - 
impos.sible to borrow money on any terms to make the improvements which w»- 
indispensible to enable them to ])erform their public service. The operatini: -^ 
suits for the first four months of 1918 indicate that if the railroads had l» 
under private control during thjit period they would have lost in op'^ratini: 
come, as compared with the corresponding period of the preceding y» • 
$136,llfi,583: and as comimred with an average of the corresponding ix»ritMl - 
the three-year test period, $06,064,356. This takes no account of the wag»- . 
crease subsequently made, which nevertheless was retroactive to Januj*'-\ * 
These adverse conditions, coupled with the extreme difficulty of borri>w . 
money, would probably have resulted in the failure of some at the uio«t 
portant railroad companies in the country to meet their obligations under i ■ 
vate management. 

Under Federal control the railroads have the opportunity to contract with \ 
Government for a guaranteed income on a just basis, which relieves thee . 
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the formidable anxieties which confronted them in December, and which would 
atill be confronting them under private control. They are able to borrow 
money from the Government on reasonable terms for necessary improvements. 
These are fundamental things which impress the great body of railroad in- 
vestors and should make them satisfied with the status as it now exists. 

Of course no railroad company is compelled to accept the form of contract the 
Government offers. The company is free to reject the contract and go into the 
Ck>urt of Claims to obtain such compensation as the Court of Claims will allow 
and to work out, under statutory and general legal principles, all the details of 
the relationship which will arise between the Government and the company on 
account of Federal control. I am convinced, however, that the contract offered 
by the Government is just and reasonable. The railroad owners have no right 
to assume more than that and if the Government offers less, they are fully pro- 
tected by their right to reject the Government's offer and go into the Court of 
Claims. 

W, G. McAdoo. 

Miles of road completed in the United States each year 1831-1918. 



Year. 



l«31. 
1832. 
1833. 
1834. 
1835. 
1836. 
1837. 
1838. 
1839. 
1840. 
1841. 
1842. 
1&43. 
1»44. 
1»45. 
184Q. 
1847. 
1848. 
1849. 
1850. 
1851. 
1852. 
1853. 
1864. 
1855. 
1856. 
1857. 
1858. 
1859. 
1860. 



Mileage. 



72 

134 

161 

253 

465 

176 

224 

416 

389 

616 

717 

491 

169 

192 

266 

297 

668 

398 

1,369 

1,656 

1,961 

1,926 

2,452 

1,360 

1,654 

8,642 

2,487 

2,465 

1,821 

1,837 



Year. 



1861 
1862 
1863. 
1864 
1866 
1866 
1867 
1868. 
1869. 
1870. 
1871. 
1872 
1873. 
1874. 
1875. 
1876. 
1877. 
1878. 
1879. 
1880. 
1881. 
1882 
1883. 
1884. 
1885. 
1888. 
1887. 
1888. 
1889. 
1890 



Mileage. 



660 
834 

1,050 
738 
1,177 
1,716 
2,249 
2,979 
4,615 
6,078 
7,379 
6,878 
4,097 
2,117 
1,711 
2,712 
2,280 
2,679 
4,817 
6,712 
9,847 

11,669 
6,743 
3,924 
2,982 
8,018 

12,878 
6,912 
6,184 
6,363 



Year. 



1891 
1892 
1893 
1894. 
1895 
1896 
1897. 
1898. 
1899. 
1900. 
1901. 
1902 
1903. 
1904. 
1905 
1906, 
1907, 
1908. 
1909 
1910 
1911 
1912 
1913 
1914. 
1915. 
1916 
1917. 
1918. 



Mileage. 



4,089 
4,428 
3,024 
1,760 
1,420 
1,692 
2,109 
3,266 
4,669 
4,894 
5,368 
6,026 
5,652 
3,832 
4,388 
5,623 
5,212 
3,214 
3,748 
4,122 
3,066 
2,997 
3,071 
1,532 
933 
1,098 
979 
721 



Grand total 1831-1918, 269,323 miles. 

Years 1831 to 1892 from Foot's Manual, 1893 issue, p XIV. 

Years 1883 to 1918 irom Railway Age, Jan. 3, 1919, p. 94. 



121167—19- 



-28 
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UniUd States Railroad Administration, Director General of RailroidB. 

STATEMENT OF REVENUES AND EXPENSES FOR THE FISCAL YEAR ENDSD DEC », 

1918. 



Primary aeooonts. 



OpEBATtNG Revenues. 



STE.\K ROADS. 



Transportation, rail lines: 

Freight 

Passenger 

Excess baggage 

Sleeping car 

Parlor and chair car 

Mail 

Express 

Other passenger, train 

Milk 

Switching 

Special service train 

Other freight, train 

Water transfers- 
Freight , 

Passenger 

Vehicle and live stock. 
Other 



Total 

Transportation, wat« lines: 

Freight 

Passenger 

Excess oaggage 

Other passenger service. . 

Mail 

Express 

Special service 

Other 



Total. 



Incidentals: 

Dining and buffet 

Hotel and restaurant 

Station, train, and boat privileges 

Parcel room , 

Storage- 
Freight 

Baggage , 

Demurrage , 

Telegraph and telephone 

Qratn elevator 

Stockyards 

Power 

Rents of buildings and other property . 

Miscellaneous 



Total. 



Joint faciUty: 

Joint faciUty— Or. 
Joint facility— Dr. 



Total 

Total operating revenue, steam roads 

ELECTBIC RAILWAYS. 

Revenue from transportation: 

Passenger revenue 

BajKage revenue 

Parlor, sleeping, dining, and spedal-carrevenue. 

Mail revenue 

Express revenue 

Milk revenue 

Freight revenue 

Switching revenue 

Miscellaneous transportation revenue 



United States Railroad Admijustistion. 



Central 
organixaUon. 



Total. 



13, 451, 277, aSl. 96 

1,034,944,983.71 

5,940,382.29 

2,329,727.83 

944,201.65 

53,768,20*. 11 

126,561,236.32 

7,887,722.01 

19,373,942.07 

75,590,768.50 

1,901,788.59 

337,93S.Sy7 

61.5,523.29 
1,913,696.14 
3,117,346.67 
2,208,702.32 



Federally oper- 
ated lines and 
properties. 



4,788,713,806.43 



3,276,074.66 

637|,936.86 

1,203.58 

16,712.69 

5,0411.67 

7,592.76 

1,^00.00 

41,469.81 



3,887,239 .91 



22,133,406.75 

10,332,222.81 

5,2^9,097.70 

1,731,234.38 

8,108,405.23 
982,552.28 

41,254,866.92 
2,244,450.64 
1,723,360.81 
2,229,406.74 
2,963.206.07 
5,718,172.67 

20,728,240.62 



125,438,622.62 



96,035,74.01 
-13,511,928.41 



2,524,047.60 



7,348,127.65 

7,562.96 

9,873.41 

13,120.35 

50,529.06 

4,788.87 

1,851,649.75 

50,780.77 

61.83 



Total. 



9,336,494.67 



u,9ao,sa,7\i^ 



1 -Debits. 
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VhiUd States Railroad Administration y Director General of Railroads — Continued. 

STATEMENT OF REVBNUBS AND EXPENSES FOR THE FISCAL YEAR ENDED 

DEC. 31, 1918--€oatl]&ued. 



Primary aooounts. 



Opkratino Rxventtbb— Continued. 

ELECTRIC RAILWAYS— continued. 

ilevenue from other railway operation: 

Station and car privileges 

Parcel-room receipts 

Storage 

Demurrage 

Telephone and tel^raph service 

Rent of tracks and facilities 

Rent of equipment 

Rent of buildings and other property 

Power 

Miscellaneous 



United States Railroad Administration. 



Central 
organisation. 



Total 

Total operating revenue, electric railways. 

SLEEPmO CAB COMPANIES. 

levenues of sleeping cw operations: 

Standard sleeping car oerth revenue 

Tourist sleeping car berth revenue 

Other car berth revenue 

Standard sleeping car seat revenue 

Tourist sleeping car seat revenue 

Parlor car seat revenue 

Composite car seat revenue 

Other car seat revenue 

Charter of standard sleeping cars— 

Per diem rates 

Berth rates '. 

C^mrter of tourist sleeping cars— 

Per diem rates 

Berth rates 

Charter of private cars, per diem rates 

Charter of other cars, berth or seat rates 

Charter of other cars to carriers, other rates . 

Miscellaneous revenue 

Car mileage revenue 

Contract revenue— Dr 



Total operating revenues, sleeping car com- 
panies 



CABEIEB8 BT WATER. 

Revenue from transportation: 

Freight revenue 

Passeneer revenue 

Excess Daggage revenue 

Other passenger service revenue 

Mail revenue 

Express revenue 

Special service revenue 

Miscellaneous transportation revenue. 



Total. 



leveniie from operation, other than transportation: 

Rents of bmldings and other property 

Miscellaneous 



Total. 



Total revenue from transportation and other. 



barter revenue: 

Charters involving rent exclusively 

Charters involving rent and maintenance 

Charters involving rent, mamtenance and oper- 
ation 



Total. 



Federally oper- 
ated lines and 
properties. 



$257,927.13 

787.25 

3,675.27 

41,226.36 

318.28 

6,385.72 

306,959.62 

65,792.98 

34,081.52 

63,651.97 



779,786.00 



41,629,339.35 

5,418,979.06 

2,831.85 

1,750,257.41 

8,068.43 

4,340,157.53 

60,408.44 

8.20 

131,127.76 
2,690.55 

28,633.85 

97.90 

61,426.92 

880.70 

18,131.91 

69,775.16 

362,537.06 

i— 3,918,234.11 



29,130,180.71 

5)910,685.35 

15,741.88 

110,933.23 

52,487.52 

72,766.46 

261.66 

984,919.17 



36,277,975.98 



Total operating revenues, carriers by water . . 

1 —Debits. 



58,863.28 
384,694.39 



443,557.67 



36,721,533.65 



1,056,253.98 
1,557,434.64 

840,313.63 



3,454,002.25 



TataL 



$10,116,280.67 



49,967,146.77 



40,175,535.90 



356 APPBOPRIATION FOR COlTrROL OF TEANSPORTATIOK SYSTEMS. 



United States Railroad Administration^ Director Oeneral of Railroads— Contixmed. 

STATEMENT OF REVENUES AND EXPENSES FOR THE FISCAL YEAR EKDEI 

BBC. 31, lOia-Continned. 



Primary aooounts. 



OPBBATmo REVENUXS—Contiiiued. 

INLAND WATEBYATS. 

Revenue from traDsportation: 

Freight revneue 

Passenger revenue 

MisoeUaneous transportatian revenue 



Total 
Revenue from 



enue from operations other than transportatian: 

Rents of biuldingB and other property 

ToUs 

Pilotage 

Anchorage ■ 

IfisoeUaneous 



Total. 



Charter revenue: 

Charter involving rent, maintenance, and op- 
eration 

Other charter 



Total 

Total operating revenues, inland waterways . . 

Total operating revenues, Federally operated 
lines and properties 



Opekatino Expenses. 



STEAM ROADS. 



Maintenance of way and structures . 

Maintenance of equipment 

Traffic :... 

Transportation: 

Rail line 

Water line 

Miscellaneous operations 

Oeneral 

Transportation Idr investment— Cr . 



Total operating expenses, steam roads. 

XLECTRIC RAILWAVS. 



Way and structures 

Equipment 

Power 

Conducting transportation 

Traffic 

General and miscellaneous 

Transportation for investment— Cr. 



Total operating expenses, electric ralli^ays. 

SLESPINQ^AB COlfPANIES. 



Maintenance 

Conductini; car operations. 
General expenses 



Total operating expenses, sleeping-car com- 
panies 



United States Railroad Administxmtion. 



Central 
organisation. 



Federally oper- 
ated lines and 
properties. 



t«45,M5.g9 

82.05 

50,155.59 



705,103.63 



38.84 

132,334.91 

9,760.00 

371.00 

53,807.61 



190,411.30 



2,303.25 
33,824.39 



36,127.64 



650,771,353.70 

1,106,116,375.12 

48,700,884.33 

2,049,644,74^27 

3,846,883.74 

39,188,952.58 

112.260,800.07 

l—6,060,57&95 



1,237, on. 68 
1,075,962.17 
1,425,450.34 
3,304,120.50 
58,622.80 
1,004,856.40 
1-2,653.43 



18,758,821.46 

20,202.003.73 

1,632,154.36 



1 -Credits. 



Total. 



t3S7.6HC 



5,021, 760. 331 > 



4,013,48».Sn? < 



7,10l.3lt» 



40,3B.«*- 
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United 8taU9 Railroad AdminiitraHon, Director Oeneral of JSai/nxicb— Ckmtinued. 

3TATSMENT OF RBVENUEfi AND EXPENSES FOR THE FISCAL YEAR ENDED DEC. 

31, 19ia— Continued. 



Primary aooounts. 



OpsBAToro EzpxMBxa— Continned. 

CASBISBS BT WATSB. 



ICaintenanoe 

Traffic expenses 

rransportation expenses. 

Oenerid expenses 

Otaarter expenses 



Total operating expenses, carriers by water. 

INLAND WATEBWATfl. 



Maintenance 

Traffic expenses 

Transportation expenses. 

General expenses 

Charter expenses 



Total operating expenses, inland waterways. 



Total operating expenses, federally operated 
lines and properties 



DIBECTOB OENBBAL'S CXNTBAL OBOANIZATION. 

Administration expenses 

Total operating expenaea 



United States Railroad Administration. 



Central 
organisation. 



Federally oper- 
ated lines and 
properties. 



$3,647,143.33 



$7, 955, 75a. 22 
615,730.94 

26,323,947.92 
2,646,315.96 
1,122,138.91 



508,406.37 
25,457.45 

672,669.48 
52,433.29 

814,889.99 



TotaL 



838,663,891.85 



3,068,856.58 
4,101,899,671.29 

8,647,143.23 



4,105,546,814.52 



RECAPITULATION— OPERATING INCOME. 



Oi>erating revenues. 
Operating expenses. 



Net revenue from operations. 



13,647,143.23 



1-3,467,143.23 



15,021,760,322.53 
4,101,899,671.29 



919,860,651.24 



15,031,760,322.53 
4,105,546,814.52 



916,213,508w01 



GENERAL BALANCE SHEET STATEMENT AT DEC. 31, 1918. 



DEBIT 8IDB. 

Investments: 

Investment in road and equipment 

Investment in miscellaneous physical property 
Other investments — 

Bonds 

Receivers' certificates 

Long-term notes 

Miscellaneous 



Total investments . 



Current assets: 

Cash , 

Demand loans and deposits 

Funds appropriated oy Congress, unrequisi- 

tloned 

Time drafts and deposits 

Special deposits 

Loans and bills receivable 

Traffic and car service balances receivable 

Net balances receivable from agents, con- 
ductors, stewards, pursers, etc 

Miscellaneous accounts receivable 

Materials and supplies 

Interest and dividends receivable 



$46,547.20 



1,892,000.00 

2,124,450.94 

44,467,500.00 



48,530,507.14 



60,560,440.93 
89,058,000.00 

25,037,205.83 



45,731,112.93 



27,657,424.82 
'**"988,'636.'3i" 



$2,595,339.75 
494,498.98 



100,189,362.46 



103,279,201.19 



233,536,056.63 
400,919.76 



1,809,789.15 

2,204,271.02 

743,793.56 

81,014,984.97 

142,714,800.55 

284,387,472.71 

641,748,762.01 

97,985.98 



$2,641,886.95 
494,498.98 

1,892,000.00 

2,124,450.94 

44,467,500.00 

100,180,362.46 



151,809,708.33 



293,096,407.56 
89,458,919.76 

25,037,205.83 

1,809,789.15 

2,204,271.02 

46,464,906.49 

81,014,984.97 

142,714,800.56 

812,044,897.53 

641,748,763.01 

1,086,633.30 



i-Deflcit. 
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UnUid SkUe9 Railroad Admijmtratiionf Dtrectar General of J2a%2rocKb-^}ontinued. 

QKNSRAL BALAKCS SEBET STATBMBMT AT DBC. 31, 1918-CDOttanMl. 



Pximary afioonnts. 



Vrdua States RallnBd AdmlnistiBtlon. 



CentFAl 
organiiatian. 



Federally oper- 
ated lines and 
properties. 



Total. 



DBBiT BIDS— oontlnned. 

Current a sse t s Contlnoed. 

Rents receivable 

Additions and betterments due fjrom canier 

corporations 

. Open accounts due from carrier corporations. . . 

Other current assets 



assets. 
Total current assets . 



445,500,133.88 

190,150,707.22 

14,M(>,8S&a8 



$1,006,6601 



411.500, IS. 
t»,150^~ 

M,«0, 




1248,022,820.82 



2, 040, 200, 205. Op 



I>elimd assets: 

Workmg fund advances.... 

Insurance and other ftmds 

Other deferred assets- 
Installments Mid on rolling stock pui^ 

chased, undMivered 

Installments paid on rolling stock pur- 
chased, deUveved 

Other items 



500.00 



3,184,591.54 
43,M7.73 



57,281,242.70 
00,506,449.31 



15,266,307.20 



3,185,Qn.Si 
42,l47.r 



67,Sl,2a9 

ao,50^4la: 

ift,a66,3CJ 



Total deferred assets. 



117«788^1«L01 



18,48I^0M.40 



U8^Sn,23flC 



Unadjusted debits: 

Rents and insurance premiums paid in advance 
Other unadjusted debits-- 

Control account items, In transit and un- 
adjusted .net \ 

Other unadjusted debits 



1,032,198.97 



3,552,902.18 
46,152.99 



159, 0», 908. 09 



1,0«2,H2.? 



3,552,9011' 
laO^Ut^tSLH 



Talal unadjusted debits . 



3,599,055.17 



160^120blOLaB 



l,7M,15:.» 



i,Ti»,i9f,m« 



CBBDR 8II>K. 

Congressional apprppriatlon for Federal control of 
tsusportatloBsyeienis 



500,000,000.00 



MO.OOO.WtS 



Total. 



CurrentliabUittes: 

Loans imd bills payable 

Traffic and car sendee balanoes pa; __ 
Audited accounts and wages payable . 

Mlssellaneous accounts payable 

Accrued compensation due to owners of con- 
trolled properties > 

Open aooounts due carrier corporations 

PhWrty retired— 

Eqmpment '//////.'.'.'.'..['..'.'.'.'.'.. I 

Unmatured rents accrued 

Other current UahiUties 



Totalcurrent If abilities . 



Beftrred liabilities: 

Liability tor provident funds 

Other deferred IlabiUUes- 

Materials and suppttes taken over from car- 
rier corporations as of Dec. 31, lOlT. 

Other deferred liabiUties 



'I\>tal deferred UabiUties . 



Vnad)usted credits: 

ftoliat^Uty 

InsuiBuce and castmlty reserves. 
Operating reserves 



500,000,000.00 
*-- ■ ■ ■ ■ 



500,000,001 or 



9,664,070.09 
687,391,214.57 



11,490,916.99 

00, 047,588. 4t 

455,082,9711.24 

72,486,649.05 



794,450.94 



77,988,737.44 

5,150,680.83 
23 865,419100 

3,06,115.98 
30,844,987.80 



11,400, 91&« 
O0,O47,5Sl* 

464,007,0«6.S 
72,4S6,6fll«^ 

687, 301,214 n 

77,988, 737-M 

5,150,(MlS 
aS,865,419LV 

S.016,1L\» 
81,069, 447JI 



697,779,744.60 



748,423,475.49 



1,4«8,9B3, 23(10: 



111,794.35 



974,667.47 



523,660,173.60 
73,820,900.96 



974,667.4* 



111,724.35 



598,455,74BL02 



76,182,319.45 

510,468.34 

10,972,104.06 



n;9B2,6M.>r 



508,567,4:iS^ 



7«,189.nflL4i 

510,461 *♦ 
10,9«.lOt* 



1 Aocfved oempensation due to owners of controlled properties, t687;3ei,214.57: net balanee o fsgra *^ 
oompensation due on account of those properties, the operation of wfaleh are reOected in the iui«p»^( 
statement. 
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nited SUtta RaUroad AdminitUratumj DvtttUnr Qtmi&MX cf JMlr^Mi29~-Coiitiiiued. 

QKKBRAl. BALANCE. 8VEBT 8TATEMBNT AT DBC. St»ltU.-^Ontiiiatd. 



Primary aooounts. 



CBBDIT SIDE— oolitlniied. 

IJnsUd cnditfr.'CaittiuKd. 
.ocnied depreciation— 



Equipmoiiti 

Miacellaiieoas physlqal property 

leserre for lap^oi-erre eouesatid expenses. 
>ther unadjusted credits 



Tot^ U]ia4fusted credits. 



Total credit side 

It and lose balaaoe, deficit. 



Qniid total. 



United States Railroad Administration. 



Centzal 
organisation. 



$1,070.34 



90,908,023.94 
9,643,793.99 



100,641,8S7.17 



Fed«ally oper- 
ated lines and 
properties. 



$6,753,990.04 

112,554,30X07 

161,880.96 



133, 7n, 984. 39 



330,806,490.30 



Total. 



16,753,596.01 

113,555,273.31 

161,880.96 

90,908,023.04 
133,405,777.28 



431,538,377.37 



2,976,309,060.76 
336,184,940.08 



3> 740, 134^139. 68 



INCOME STATEMENT FOR THE FISCAL YEAR ENDED DEC. 31, 1918. 



OFSKA1IHO DTCOlfE. 



rating revenues., . 
"*t^ng expenses., 



Net revenue from epentiens . 



aocruals 

oUectible revenues . 



Opetating income . 



enues from misoeUaneous operations. 
•Dsee ffom mieeeUaaeous ^[Wfatteoe. 



Net revenue firom misoeUaBeous openlions . 



es on miscellaneous property. 
)ellaneous operating income. . 

Total operating income 



NONOPBIIATINO UfCOME. 

I of frei£tit oars, credit balance 

t from locomotives 

It Irom passenger-train cats 

It from floating equipment 

It from, work equipment 

tt facility rent income , 

oeUaneoos rent Income 

oeUaneous nonopemtinc physical property . 

ome from funded seountaes 

ome from nnfonded securltiee and aecomits 
osUaneoHS income 



Total nonopereting Income . 



Gross income or lees. 



DSDTTCnONS ntOM GROSS INCOME. 



« of freigbt cars, debit balance. . . . 

It for locomotives 

It for passenger train cars 

It for floating equipment 

at for work equipment 

at facility rents 

It for leased roads 

loellaneous rents 

loelianeoas tax accruals 

Muateiy operated properties, loss*. 



$3,647,143.33 



-13,647,143.33 



-* 3, 647, 143. 33 



$5,021,760,322.53 
4, Idi, 899, 671. 29 



919,860,661.24 



198,161,10&24 
606,663.08 



736,000,793.92 



$5,031, 760,323. 53 
4,105,546,814.53 



916,313,508.01 



193,161,195.34 
606,663.08 



732,443,649.60 



-S3,647,143.33 



1,060,917.75 
377,090.13 



1,446,966.87 



-•2,200,186.36 



40,199.13 



3,517,068.65 
l,614,50a4ft 



9Q2,47&17 



382.18 
902,096.99 



736,992,888.91 



36,088,485.73 

14,855,942.29 

7,987,109.16 

943,334.37 

1,887,441.25 

44,833,077.70 

3,685,800.46 

54,731.90 

130,481.03 

7,533,100.23 

107,330,795.85 



315,320,280.96 



942,313,17&87 



44,775,077.37 

16,758,865.98 

8,453,788.30 

2,099,863.70 

742,287.48 

47,779,440.73 

36,149.73 

172,098.58 

18,990.42 



3,517,068.65 
l,614,50a48 



902,478117 



382.18 
903,095.99 



723,345,745.68 



26,088^485.73 

14,855,942.29 

7,987,10ai6 

043,334.87 

1,887,441.25 

44,883,077.70' 

3,685,800.46 

54,721.90 

1,190,398.77 

7,910,139.35 

107,330,795.85 



216,767,246.83 



940,112,902.51 



44,775,077.37 

16,758,885.98 

8,453,78&36 

2,099,803.70 

742,287.48 

47,779,440.73 

36,149.73 

172,038.58 

18,990.43 

49,199.13 



Accrued depredaticn—equipment, $1,070.34; accrued depredation on barges owned and operated on 

Mapeake &. Ohio Canal. 

Deficit. 

Separately operated properties, loss $49,199.13. Deficit of the Canal Towage Co., operating on the 

ssapeake & Onio Canal, assmned by the Director General of Railroads. 



^60 APP&OPBIATION FOB COKTBOL OF TBANSPOBTATIOK SYST£3fi 
United StaUt Railroad AdminUtration, Direetor General of RaHroade-^-ConVLm 

INCOME 8TATKMENT FOR THB FISCAL YBAB ENDED DEC. 31, UI8-ConttD^ 



Primary aoooonts. 



United States RailitMMl Admlnistntioo. 



Central 
organisAtioti. 



Federally oper- 
ated lines and 
properties. 



Total 



DBDucnoHS rBOM OBOB8 DfcoMS— oontlnned. 



Interest on unfunded debt 

Accrued compensation due to owners of controlled 

properties 

Lap-over revenues and expenses reserve 

American Railway Express Co., deficit 

Hiscellaneons income charges 



t64S,9ZL'M 



1940, M9, 014. 57 



9,500,000.00 



90,998,033.94 
'i5*9ii,'689.'68 



9IO.fr^CI 

9.aii M 
15.911 n 



Total deductions from gross income. 
Net income (or loss) 



990,218,213.70 



228,201,227.50 



1,178, -A 



-1 052,418,400.06 



714,021,951.37 -238> - 



PROFIT AND LOSS STATEMENT FOR THE FISCAL YEAR ENDED DEC.31.1»1« 



Credits: 

Profit on road and equipment sold. 

Unrefundable overcluirges 

Miscellaneous credits 



Total credits. 



Debits: 

Debit balance transferred from income. 
Loss on retired road and equipment . . . 
Miscellaneous debits 



Totol debits 

Net profit and loss balance— deficit . 



8120.00 



8237,327.14 

776,656.61 

2,196,370.32 



120.00 



3,212,354.07 



952,418,400.06 



952,418,40a06 



714,021, 95L 37 

892,896.38 
106,069.06 



t713,020,985.91 




V?. 



239.3s: 



236. N 



SUMMARY OF COMPENSATION DUE OWNERS OF PROPERTIES FEDERALLY ' 
ATED FOR 15 MONTHS ENDED MAR. 31, 1919, AND PAYMENTS AND ADV.\ 
THEREON, INCLUDING SECURED AND UNSECURED LOANS. 



Name of road. 



Total— Class 1 roads 

Total— Miscellaneous roads. 

Electric railroads 

Water carriers 

Canals. 



Gross 

compensation 

payable. 



81,123,567,202.49 

21,095,928.48 

5,290,285.16 

9,424,614.39 



Pullman car lines 

. Suspense Items, miscellaneous . 



15,837,34L96 
2,679,520.20 



Grand total 1,177,894,892.68 



Installments 
paid. 



pavabif 



8315,584,656.00 
1,292,300.00 i 
1,464,000.00 I 
523,850.00 I 



S807.ft^- 
19 ^. 



4,600,000.00 



U.2 

2,67 



323,464,806.00 



854.43t 



Name of road. 



Total— Class 1 roads 

Total— Miscellaneous roads. . . 

Electric railroads 

Water carriers 

Canals 

Pullman car lines 

■Suspense items, miscellaneous. 



Grand total. 



Demand loans 
and deposits. 



846,676,000.00 



Loans and bills 
receivable. 



245,000.00 



46,921,000.00 



872,026,342.93 

585,000.00 

1,000,000.00 

75,000.00 



Long-tenc" 

reottT«r» >' 

catestf' 



t46S 



73,086,342.93 



46. C 



1 Deficit. 

t Interest has not been accrued on loans made fh>m funds appropriated by Congress; tost loU''^ 
oring directly to the credit of the United States. 
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361- 
H Dbc. 



B.— The only data immediately available ii 



the labulationH of the lQt«ratat« 

JroadB, which rep: 

. Federal cootrol. 



York, NewIIavm A Hai.Ioid R. R. Co.... 

tburgb, Cindiiiiatl', Cbiogo i St. t'oiiii R. R 

idolpttia A ReidlnE Ry. Co 

on .{ MbIqb R. R. renlver 

iware, I^ckHwaiui'iAWBstBniR'RlCo!"''.! 

■Ich ^'alley R. R. Co 

Uran Central R. H. Co 

^eVsrid, Cincinnstl, CWcago * St. Louis Ry. C 

ihaihRv, Co 

jtraJR. R. Co. ol New Jersey 

lad^ph Is, Baltimore & 'Wuhlikgton R. R. Co 



CBplt«l 



CB£o & Eeium r 
iiTTslBniiK. R.C 



dsR. R. Ca.,rK«lven... 



atan MM7laod Ry. Co 

semer 4 lAke Erie H. R, Co 

leBllDBA like Erie Ry. Co 

tklng valley By, Co 

md Trunk WBateni Hy. Co 

cajM, IndluupoUi & Louisville I^. Co. . 

vTorlc, Ontario & Westem Ry. Co 

Icaeo i ErlaB. B.Co 

■t Jersey & BcaitioreR. R. Co.. 
BrIe&WB!- 



SapldaAIii 

■ "YStk, PhllwW^hta *'SwfoUr"R"fe.™.' 

Hral, New Raglimd Ry. Co 

mberland Vallov R. R. Co 

itftv.Co.. 



SS-^' 



- - n Ry. Co.... 

liNcwEnglimdH. R.Co 

mawha 4 Miehlgan Ry. Co . . . 

iw York, SuaqueliaimB A Weatcrn R. R. Co... 

trott, Qrand Hav-en & Milwaukee Ry. Co 

lanllr! CTty R. R. Co 



?ltyR 

..rR.R 

mlt, Toledo & IronK 



I. R. Co. 



& Toledo Stiore Line R, R.Co 

& SiMquehanoa R. R. Corporation 

rgti « West V[r|;lnla Ry. Co 

uen island Rapid Truiilt Ry. Co 

Mrolt 4M»cldnacRy. Co..^ 

ilcago, Detroit & Canada Grand Trunk Junction B. B. 

utltnote, Chewpoilto A AllanllcRy.Co. 

ttiburg, Bbawmut ti Northeni R. B. Ca (Bgcdver).., 
ttilnirg, shawmul A Northern R, B. Co. 

tryland, Dslaware & 
Ister&Delawa - ' 



re 4 Vlriinla 1 

R. B.<sirT.. 



3,300, DC 
1,W1,W 

t.no.oc 
s,B58,a 
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Nuneolroul. 


CuriWlilock 


-ff" 




iiw,650,at«i 
n'.onl 117 

143 437 900 
83,780, on 

n.m.m 

l»,HO.«U 

wiooolooo 

5,443,«» 
W,23t,J00 

12.9)0,000 

IISS 

S,417,«0 
•,000.000 














































































38,50), OX 
30,000,000 

swan 
•■H'S 

?«:!!! 

271,K23|'«» 

fio;^:?«! 

:<33,»l7,m 
I«7,««.4(i7 

IS3 

IM 
.70 

MS 

lOO 

«a 

'^■'iS'SS 

mIJmIoS! 

7» 
OOO 
OOD 
OOO 
000 
000 

, .s 

23,000,000 
9,000,000 

1000 ono 

100,000 




















































































































































































































Tuu A Now Orleans R. ft. Co 




















8t, Louis, Biovnuville4MBxlMRy.ro 


B,SS«.«T 
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CsplMitock 



IcaKo, Rocklaland AOulfRy. Co 

aLsiaDa WMWraR. B.Co 

lEham A Gaiflflld Rv. Co 

diand Valley B. R. fo 

voda NoittMrn Rr. Co 

oi-ilana By. 4 Navi^allonCo 

Joseph & Omnd IsUod Bv. Co 

eksbure, Shreveport & PscineBy. Co 

IC3EO, Peorb 4 St. Louis R. R. Co., Rocsiysn.. 

mver & Sail Laka R. R. Co 

ilutb. Wlnnlp^A PacfncRr. Co 

asoiul, Oklahoma 4 Gulf Rv. Ca.,R««lT«n.... 

nuton EaslA WestTsiaaRy. Co 

lorado Hidlalid R. R. Co 

ilotadoMldlutdR. R.Co.,reoalver 

wlsiana A Arkaosai Rj. Co 

Bw Orleans, T«isi A Miiilco R;. Co 

Iraourl di North Arkaniaa B. E.Co.,r*c«lTM.... 
JuuBSCIty, Moileo&rrlent Ry.Co. ofTeias... 

oledo, PeoiiaA WesMrn By, Co., receiver 

^aiuuClty, Ufltlco A CrlenC Ry.,r«coiT«r 

lueral Raiue R. R. Co 

cnSmltliA WsslBraR. R.Co.,re<»lMr 

otorado Sc Wyoming Ry. Co 

eiarkaoa 4 Fort Smith Ry. Co.. 

i|»>le Creek A Colondo Brainga R. R. Co 

t. Lrimls.aanFranciKoA'reiaiRy.Ca 

ilnltv^ Braies Valley Ry. Co., rendver 

Ichlta Falli & Northvesfam Ry, Co., ncelTer . . 

eaunumt. Sour Lake A WotemRy.Co 

ort Wortb A Rio Orande Ry. Co 

ookane Inlarnallonal Ry. Co 

'Ichlta Valley Ry. Co. 

riiona& New Moiliia Ry. Co 

tahRy. Co 

opper RlT<r A Northwestern Ry. Co 

•liu Hy. & Land Co 

Total 
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A. 

Page. 

Acf'oiint of railroad corporations 24 

Additions, betterments, and equipment for 1918 146,168 

Advances received from the War EVepartment 238 

Advances or loans made to railroads 185.208 

American Railway Express Co., revenue and operating exiiense of 77 

Appendix , ^ 286 

Contracts, decision of the Director (Jeneral relating to the standard 

form of 348 

Contracts for short-line railroads, having competitive traffic 340 

Contracts for short-line railroads having no competitive traffic 344 

i'ontracts. general statement of the Director General, respecting the 

standard form of 3.*)0 

Decision of the Director General on questions relating to standard 

form of contract 348 

T^ws concerning Federal control of transportation systems.^ 287 

Contracts for companies with subsidiaries 303 

Contracts for companies without subsidiaries 322 

Proclamations by the President. In taking over transportation systems 296 

Att(»nipts to discredit (Government operation 02 

B. 

Balance on hand May 21, 1910 :___ 248 

Kasls of deficiency estimated for four months, 1918 241 

ttasls of estimates 242 

Bettendorf Co., loans to 276 

Betterments, etc., 1919 146, 147, 148, 168 

Bo.ston & Maine rfallroad, loan to _:._ 112, 216 

fiurklln, R. R., statement of 2;")8 

Cancellation of contracts for ears 127 

Cape Cod Canal 101 

Capital account, expenditures chargeable to 118 

''apital expenditure, amount expended In 1918 146 

Capital expenditures, 1919, policy on 144 

Capital, working 23, 58 

'arriers by water 99 

Claims for extra compensation 97 

''laggett, B., statement of .3 

Claims which originated prior to 1918 56 

'oniparlson of estimates submitted 249 

Compensation to be paid to railroad companies, basis of 30 

'ontracts with short-line railroads, cooperative 129 

D. 

Deftcit for calendar year 1918 74 

[deficit for the four months ending Ai)ril 30, 1919, causes of 22 

Dining cars, etc 74 

[director General, concluding statement of 167 

121157—19 24 865 



866 INDEX. 

E. 

Pi* 

Earnings for the year 1919, probable 13 

Economies effected, under Government control 22,16 

Eddy, C. B., statement of 

Elliot, H., letters to 22 

Empire Coal Co., loan to 276, 'St 

Equipment : 

Additions and betterments, amount expended In 1918 for U 

Allocation of 17 

Expenditures 1919 over 1918, excess of 30 

Inland waterways, for use on 1' 

Losses on 

Maintenance of 

Objection of railroad companies to pay for 

Payment for 

Total amount of contracts for 

Estimates, reduction of 

Estimates submitted, comparison of 

' Estimated time of return of money to the Government of the United 

States 5 

Expenditures chargeable to capital account P 

Export and import rates ;5 

Express companies, revenue and operating expenses of, statement of- 74,75.' 
Extra compensation, claims for < 

F. 

Financial situation since adjournment of Slxty-flfth Congress 142. 2!J 

Freight and passenger traffic 13 

Freight rates I'" 

Freight rates increased 1^ 

G. 

General offices of the railroads and railroad management, general ex 

penses of ! ^ 

General statements 3.S 

H, 
Hlnes, W. D., statement of I S 

I. 

Import traffic . 1* 

Inland waterways 25, 1*' 

L. 

Labor, increased coat of. 



Laws concerning taking over transportations '^ 

Liberty bonds, purchase of -^ 

Loans made by War Finance Corporation to railroad companies -' 

Loans made to railroads 185.-* 

Loan to Boston & Maine Railroad 112.- 

Loan to New York, New Haven & Hartford Railroad 17, WP-^ 

Locomotives and cars, repairs of 6"*. 

Losses on equipment 

M. 

McClean, A. W., statement of ^ ;/ 

Materials and supplies, increased cost of 13,243.251.-' 

Miscellaneous operations, dining cars, etc ^ * 

Mississippi-Warrior River project ," 

Moulton, H. 6., statement of -* 



INDEX. 367 

N. 

Page. 

New York, New Haven & Hartford Railroad, loan to 100, 117, 216 

New York State Barge Canal 100 

Number of men employed, average 69 

O. 

Open accounts due Railroad Administration 247 

Operating expenses 60, 68 

Operating revenue 54 

Operating revenue 1919, probable 159 

Operation of railroads, plan of organization for 27 

P. 

Parker, G. H., statement of 3 

Passenger rates, increase in 50 

Payments made to railroads in 1919 242 

Pennsylvania lines west, financing of 143 

Plan of organization, for operation of railroads 27 

Pullman cars, extra charge for privilege of riding in 50 

R. 

Railroad Administration, expenses of 94 

Railroad Administration, list of salaries of employees 81 

Railroads, financing their own undertakings, possibility of 203 

Railroads taken over for operation and for control 31 

Rates: 

Average increase in 52 

Prospective increase of 164 

Receipts in 1918 from increased rates 165 

Reduction of estimates 251 

Rental due companies, 1918 240 

Requirements for 1919 130 

Results from operation first four months of 1919 149 

Return of money to the Government of the United States, estimated time 

of 256 

Revenue : 

Operating 54 

Probable operating, 1919 159 

Question of additional 20 

Revenues, uncollectible , 94 

Rollin Chemical Co., loan to 277 

S. 

Sh€?rley, Swagar, statement of 3, 168 

Short-line railroads, cooperative contracts with 129 

Standard return 96 

Standard returns, method of withholding payments of 214 

Statements. See Tables.- 

T. 

Tables : 

American Railway Express Co., revenue and operting expense of 77 

Appropriation requested and expenditures to be made 73 

Assignment of certificate 231 

Authorizations and expenditures in connection with work charged to 

capital account by individual roads 119 

Balance sheet, 1918 357 

Balance sheet, consolidated, condensed 115 

Boston & Maine Railroad — 

Bonded indebtedness of 117 

Lines owned and leased ^ 114 



8^8 INDEX. 

Tablets — Continued. 

Canals and inland waterways under Federal control : *> 

Capital expenditures made during 1918- L .. 187,195 

^ Capital expenditures made during 1919 IW 

' Capital stock outstanding 361 

Cattle loan agency, pay roll of i*t!i) 

Certificate of Railroad Administration 22r).2:*J 

Class 1 roads in Federal operation -W 

Comparison of figures submitted to appropriation committee in Feb- 
ruary, 1919, and figures from balance sheet H>S.*j.vi 

Earnings for the year 1919, probable . T>» 

Electric lines, in Federal operation -0 

Employees classified according to wage order 28, approximate num- 
ber r*) 

Equipment ordered by the Railroad Administration IJS. IT'' 

Equipment, ordered by Railroad Administration, estimated cost, bal- 
ance due on . 174,-V 

Equipment for use on Inland waterways H 

Estimate of obligations in connection with financing inland water- 
ways for 1919 H 

Expenditures chargeable to capital account by classes of work In the 

year 1918 . 1> 

Expenditures on capital account for 10 years -' 

Ferry lines and water carriers under Federal control ^ 

Freight rates Increased 1*2 

* ■ Freight and baggage, loss, etc " 

• Freight-train cars ordered and delivered^ l-"* 

Import rates, via Pacific coast ports l*| 

Income account, consolidated, condensed . Ti*? 

Locomotives ordered and delivered ^ ^-^ 

Long-term debt outstanding "^ 

Long-term loans made in year 1918 !*» 

Material and supplies on hand January 1, 1918 '3 

Material and supplies, purchases during calendar year 1918 ^ 

Miles of road completed in the United States ^>» 

[ Mississippi- Warrior Rivers, tonnage moved on 1"; 

Moneys which can not be immediately repaid to the Government -'* 

New York State Barge Canal, season 1918, tonnage and i-evenue oii-- ' ' 

Notes given <m account of conditions, and betterments -^' 

Notes of railroad companies repaid ^^ 

. Oi)erating Income •* ■ 

Openulng revenue of class 1 railroads for the pre-war test periods, 

average monthly -^ 

Passenger revenues for test pericnl of 1918, 1919, by months j';j 

Personal Injury 

Properties In Fedenil oi)eratlon. four months ended April 30, 191S. 

results from operation 

Properties under Federal control : 

IMibllc utilities h>ans to •• 

Pullman car lint»s, under FiMleral ccmtrol • 

Railroad Administration, salaries of employet»s \ 

• Railroad companies which have filed claims for extra c<»mi>ensation-_ ;; 

Railroad loans <mtstandlng, number of -^ 

Rjillroads which <»we the Railroad Administration an o|)eu account— ^7 

Ralston Steel Ciw Co., agi'(H»ment with ^; 

' • Receipts and disbursements^ . ^ 

Rwiuirenients for 1918 ■, ^ 

Re<iulrcments for 1019 

Results of operation of operated properties for year ended De*.viu- 

ber 31. 1918 ^ j* 

.'.Revenues and exi)enscs. calendar yetu* 1918, -l'^-''* 

Roads which liave applied for coojierative cimtracts 

Steam roa<ls in Federal oi>eration . 

Steamship lines umler Federal control 

* Switching and terminal companies, in Federal operation 

Test period. c<nnparlson between 1918 an annual average of 



INDEX. 369 

Tables — Continued. 

Page. 
War Finance Corporation — 

Advances made to Railroad Administration and railroads 227,235 

Balance sheet_l 282 

Personnel of 259 

Work to be done during tlie year 1919. estimated cost of 206 

Test period, statement of 47 

Tliora, A .P., letter to 227 

Transportation investment 94 

Transportation, train and engine men 69 

Treasury certificates, purchase of 279 

U. 

Uncollectible railway revenues 94 

W. 

Wages, increases In 152 

War Department, advances received from 238 

War Finance Corporation 258 

Cash balance on hand 279 

Cattle loans 263 

• Future policy 283 

Ix)ans made to preserve breeding of stock cattle 262 

Loans outstanding 261 

Loan to Bettendorf Co 276 

Loan to Empire Coal Co 276,278 

Loans to railroad and public utilities companies 234,272 

Loans to railroads In the future 280,283 

Loan to Ilollin ('hemical Co 277 

Loans to Unlteil States Grain Corporation 276 

Organization 258 

Purchase of Treasury certificates 279 

Purchase of Unite<l States Liberty i>onds 279 

Purposes and activities 260 

Sale of bonds i 260 

Sale of Liberty bonds 281 

Stimulating exiM)rts 283 

Way and structures, maintenance of 63 

Wehle, L. B., statement of 258 

Working capital 23 

Interest on 58 

o 



